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ROUNDTABLE  ON  EAST  ASIA  POLICY 


WEDNESDAY,  JUNE  15,  1994 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room 
2172,  Rayburn  House  Office  Building,  Hon.  Lee  H.  Hamilton 
(chairman)  presiding. 

Chairman  Hamilton.  Good  morning  to  all  of  you. 

We  will  begin  this  session  of  the  House  Foreign  Affairs  Commit- 
tee. 

I  understand  Secretary  Lord  will  be  here  shortly  and  Ms. 
Barshefsky  as  well. 

I  welcome  all  of  you  to  the  roundtable  and  thank  you  for  joining 
us  this  morning. 

While  not  wanting  to  appear  more  grateful  to  some  than  others, 
I  particularly  appreciate  the  fact  that  several  of  you  have  come 
from  long  distances  to  be  with  us. 

I  am  grateful  to  my  colleague  from  New  York,  the  Chairman  of 
the  Asia  Pacific  Subcommittee,  Gary  Ackerman,  for  agreeing  to 
cochair  this  session.  We  conceived  the  idea  of  this  roundtable  sev- 
eral months  ago.  Basically,  we  wanted  to  build  on  the  momentum 
of  1993  and  help  keep  U.S.  attention  focused  on  the  challenges  and 
the  opportunities  in  East  Asia. 

We  thought  it  would  be  useful  to  bring  together  a  group  of  Asian 
specialists  from  government,  academia  and  business  to  take  stock 
of  U.S.  policy  toward  Asia  and  suggest  ways  of  making  it  more  ef- 
fective. The  participants  include  from  the  administration,  the  Hon- 
orable Winston  Lord,  Assistant  Secretary  of  State  for  the  East 
Asian  Affairs;  the  Honorable  Charles  Freeman,  Assistant  Secretary 
of  Defense  for  Regional  Security;  and  the  Honorable  Charlene 
Barshefsky,  Deputy  U.S.  Trade  Representative,  Office  of  the  U.S. 
Trade  Representative. 

From  the  academic  community,  Michel  Oksenberg,  President  of 
the  East- West  Center;  and  the  Honorable  Nicholas  Piatt,  President 
of  the  Asia  Society.  From  the  business  community,  Kenneth 
Courtis,  the  Vice  President  of  Deutsche  Bank  Capital  Markets  in 
Asia;  and  Robert  Hormats,  Vice  President,  Goldman  Sachs  Inter- 
national. 

Let  me  outline  briefly  what  I  think  we  will  be  trying  to  do  here 
this  morning  and  how  I  believe  we  should  proceed. 

We  will  be  discussing  East  Asia  as  a  whole — that  is  Japan,  the 
three  Chinas,  the  two  Koreas,  the  three  Indochinese  states — Viet- 
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nam,  Laos  and  Cambodia — Burma,  and  the  six  ASEAN  countries — 
Indonesia,  Singapore,  Malaysia,  Thailand,  Philippines  and  Brunei. 

We  cannot,  of  course,  deal  this  morning  with  all  aspects  of  policy 
toward  East  Asia  and  its  various  parts.  What  we  have  in  mind  is 
to  focus  on  U.S.  strategy  in  East  Asia  under  the  following  two 
broad  headings: 

One,  what  is  right  and  what  is  wrong  with  U.S.  policy  toward 
East  Asia  across  the  board? 

And,  two,  how  should  that  policv  change  to  meet  the  challenges 
and  opportunities  in  East  Asia  in  the  next  decade? 

I  look  forward  to  hearing  your  views,  and  in  particular,  your  rec- 
ommendations as  to  how  the  United  States  can  do  better  in  East 
Asia. 

We  would  like  to  keep  the  discussion  as  informal  as  possible.  I 
am  going  to  ask  that  we  dispense  with  the  opening  statements. 

We  have  from  several  of  you  excellent  statements  and  we  thank 
you  for  them.  Those  of  course  will  be  entered  into  the  record  in  full. 

We  intend  to  publish  a  short  report  of  today's  discussion,  focus- 
ing on  the  recommendations  for  improvements  in  U.S.  policy.  We 
hope  that  report  will  be  a  positive  contribution  to  East  Asia  policy 
formulation  and  implementation. 

Before  launching  the  discussion  and  putting  some  questions  to 
you,  I  want  to  invite  my  colleague  from  New  York,  Mr.  Ackerman, 
to  make  any  introductory  remarks  he  would  like  to  make. 

Mr,  Ackerman. 

OPENING  STATEMENT  OF  MR.  ACKERMAN 

Mr.  Ackerman.  Thank  you  very  much,  Mr.  Chairman. 

I,  too,  am  very  pleased  that  the  committee  will  have  the  oppor- 
tunity today  to  discuss  U.S.  policy  toward  East  Asia.  The  partici- 
pants from  the  administration,  academia  and  the  private  sector 
will  enable  us  to  have  a  wide-ranging  discussion  about  where  the 
United  States  has  been  on  Asia  policy  and  more  importantly,  where 
we  should  be  going. 

Over  the  past  18  months,  the  President  has  articulated  a  vision 
of  a  new  Pacific  community,  as  he  stated,  based  on  shared 
strength,  shared  prosperity  and  a  shared  commitment  to  demo- 
cratic values.  This  vision  culminated  in  the  President's  hosting  of 
the  APEC  leaders'  meeting  in  Seattle. 

But  while  the  President  has  reinforced  the  U.S.  commitment  to 
Asia  rhetorically,  some  aspects  of  our  most  crucial  bilateral  rela- 
tionships have  left  countries  in  the  region  questioning  the  nature 
of  U.S.  engagement. 

The  uncertainty  preceding  the  President's  recent  decision  to  ex- 
tend MEN  for  Cnina,  continuing  trade  frictions  with  Japan,  and 
fears  that  those  frictions  will  spill  over  into  the  bilateral  security 
relationship,  and  threats  to  withdraw  GSP  benefits  from  Malaysia 
and  Indonesia  over  workers'  rights,  are  perceived  regionally  as  the 
United  States  pursuing  a  unilateral  agenda  rather  than  building  a 
new  Pacific  community. 

Human  rights,  workers  rights,  democratization  and  free  and  fair 
trade  must,  of  course,  remain  among  the  goals  of  American  foreign 
policy  in  Asia.  However,  we  should  recognize  that  too  much  stri- 
dency threatens  to  weaken  U.S.  influence  in  the  region. 


I  share  the  view  that  the  five  defense  treaties  that  the  United 
States  has  with  Japan,  South  Korea,  Austraha,  the  PhiHppines  and 
Thailand,  form  an  excellent  foundation  on  which  U.S.  policy  in  the 
region  should  be  built.  Along  with  these  treaties  is  the  continuing 
strong  consensus  among  Asian  nations  that  the  United  States  re- 
main actively  engaged  to  ensure  continuing  regional  stability. 

On  this  foundation,  the  United  States  and  other  countries  in  the 
region  have  begun  constructive  dialogue  of  the  Asian  Pacific  Eco- 
nomic Cooperation  on  the  economic  side,  and  the  ASEAN  Regional 
Forum  on  the  security  side. 

I  am  sure  all  of  us  are  eager  today  to  discuss  the  role  of  both 
of  these  organizations  in  advancing  U.S.  policy  interests  in  Asia,  as 
well  as  hear  assessments  on  how  U.S.  policy  should  change  to  meet 
future  challenges  and  opportunities  in  Asia. 

I  want  to  congratulate  you,  Mr.  Chairman,  on  assembling  such 
a  distinguished  and  high-powered  group  of  panelists  this  morning. 

Chairman  Hamilton.  Joining  us  in  support  of  this  roundtable 
discussion,  of  course,  is  Mr.  Oilman,  the  ranking  member  of  the 
committee. 


Mr.  Oilman. 


OPENING  STATEMENT  OF  MR.  OILMAN 


Mr.  Oilman.  Thank  you,  Mr.  Chairman. 

I  wanted  to  thank  you,  Chairman  Hamilton,  for  arranging  this 
full  committee  discussion  and  the  chairman  and  ranking  minority 
member  of  the  Subcommittee  on  Asia  and  Pacific  Affairs  for 
hosting  this  roundtable  today  on  East  Asian  policy. 

Our  Nation  has  many  critical  interests  in  that  region.  The  cur- 
rent dangerous  stalemate  over  the  North  Korean  nuclear  program, 
our  multifaceted  relationship  with  our  friends  in  Japan,  the  chal- 
lenge posed  by  the  threatening  growth  of  military  might  of  the  Peo- 
ple's Republic  of  China  are  just  a  few  of  the  complexities  facing  us. 

As  these  and  other  regional  problems  resolve  and  new  ones 
emerge,  we  need  to  ask  ourselves  similar  questions  that  are  con- 
fronting us  in  Europe.  Now  that  the  cold  war  is  over  and  the  Soviet 
threat  is  diminished,  what  sort  of  framework  or  structure  do  we 
have  to  deal  with  and  how  do  we  deal  with  a  Communist-led  coun- 
try that  allows  a  significant  degree  of  market-led  enterprise?  Are 
the  old  alliances  strong  enough  to  confront  military  threats,  and 
just  what  is  our  role  in  all  of  this? 

I  feel  certain  that  the  expertise  gathered  here  today  will  help  us 
begin  to  find  direction  in  this  new  emerging  world,  and  I  look  for- 
ward to  participating  in  the  discussion. 

Thank  you,  Mr.  Chairman. 

AGENDA  FOR  DISCUSSION 

Chairman  Hamilton.  Thank  you  very  much,  Mr.  Oilman. 

Now  we  will  open  it  up  for  our  panelists,  joined  now  by  Ms. 
Barshefsky. 

We  are  very  pleased  to  have  her. 

And  I  understand  Secretary  Lord  is  on  his  way  from  the  White 
House,  so  he  will  be  here  very  shortly. 


I  said  in  my  opening  statement  that  I  wanted  you  to  focus  on  two 
questions;  principally,  what  is  right,  what  is  wrong  with  policy 
today  and  how  that  policy  should  change. 

And  I  think  by  way  of  getting  this  started,  I  will  just  put  those 
two  questions  in  front  of  you  and  let  you  go  to  it. 

I  have  no  particular  order  here.  There  are  a  good  many  of  you 
there  and  you  are  going  to  have  to  speak  up  and  let  me  know  who 
wants  to  go  first.  What  we  are  interested  in  here  is  your  under- 
standing of  U.S.  policy  toward  East  Asia  today. 

Some  people  say  we  don't  have  a  very  comprehensive  or  coherent 
strategy  toward  East  Asia.  We  just  want  to  get  your  sense  of  what 
the  policy  is  and  what  changes  you  think  should  be  made. 

The  floor  is  open  for  discussion. 

We  are  joined  now  by  Secretary  Lord. 

I  have  asked  the  question.  You  don't  know  the  question,  Mr.  Sec- 
retary. That  may  put  you  at  some  mild  disadvantage  in  responding 
to  it,  but  it  shouldn't  be  too  much  of  a  disadvantage. 

My  concern  is  that  we  simply  address  the  very  broad  question 
about  what  U.S.  policy  is  today  and  what  we  think  is  right  with 
it,  what  we  don't  think  is  right  about  it  and  how  we  would  correct 
it. 

I  think  Mr.  Freeman  was  edging  his  way  to  the  microphone. 

Mr.  Freeman.  I  will  defer  to  Win  Lord  who  has  the  responsibility 
for  a  comprehensive  approach  to  the  region.  I  simply  deal  with  de- 
fense aspects. 

Chairman  Hamilton.  Secretary  Lord  has  just  joined  us.  He  may 
be  at  a  bit  of  a  disadvantage  here. 

Win,  are  you  prepared  to  go? 

STATEMENT  OF  HON.  WINSTON  LORD,  ASSISTANT  SECRETARY 
FOR  EAST  ASIAN  AND  PACIFIC  AFFAIRS,  DEPARTMENT  OF 
STATE 

Mr.  Lord.  Sure,  I  am  prepared. 

Historic  moment,  Mr.  Freeman  deferring  here. 

Chairman  Hamilton.  What  we  don't  want  here  are  extended 
statements  made.  I  want  to  have  a  free-flowing  discussion. 

Mr.  Lord.  I  will  try  to  keep  just  to  about  3  or  4  or  5  minutes. 
Is  that 

Chairman  Hamilton.  That  would  be  excellent. 

Mr.  Lord.  As  you  know,  I  am  late  due  to  seeing  off  the  Emperor. 
Sorry,  I  couldn't  be  here  on  time. 

Basically,  the  Clinton  administration  has  elevated  the  impor- 
tance of  the  Asia  Pacific  region  in  our  foreign  policy  for  a  variety 
of  reasons.  It  is  the  region  most  closely  connected  to  the  President's 
domestic  agenda,  rebuilding  the  economy,  and  the  most  lucrative 
terrain  for  exports  and  jobs  because  it  has  the  most  dynamic  econo- 
mies. 

We  have  abiding  security  interests  there,  even  in  the  wake  of  the 
cold  war.  The  Korean  nuclear  crisis  makes  that  very  clear.  There 
are  many  global  problems  regarding  resources,  population,  drugs, 
and  refugees  that  are  clearly  relevant  to  our  domestic  society. 
There  is  the  concern  for  promotion  of  our  values.  Within  the  region, 
from  Cambodia  to  Mongolia,  Taiwan,  South  Korea,  Thailand  and 


the  Philippines,  there  is  a  movement  toward  greater  political  open- 
ness, even  though  there  are  residual  repressive  regimes. 

We  have  set  off  in  the  beginning  to  do  two  things  in  the  first 
year-and-a-half  of  the  Clinton  administration:  One,  to  raise  the  pro- 
file of  this  region  for  the  American  body  politic,  and  to  underline 
to  Americans  that  no  region  is  more  important  to  the  United  States 
than  the  Asia  Pacific  region.  And  looking  into  the  next  century,  no 
region,  I  believe,  will  be  as  important. 

Secondly,  to  persuade  our  Asian  partners  that  in  our  own  self- 
interest,  we  are  staying  on  in  the  region. 

Now,  we  have  done  these  in  the  following  ways:  First,  we  were 
lucky  that  the  first  G-7  meeting  of  this  administration  was  in  Asia. 
There  was  a  1  out  of  7  chance  for  that. 

The  President's  first  trip  overseas  was  to  Asia.  He  laid  out  his 
concept  of  a  Pacific  community,  which  is  an  overall  architecture  for 
the  region  and  working  with  others  to  build  this  community. 

Secondly,  he  hosted  the  historic  APEC  leaders  meeting  in  Seattle 
last  November,  the  first  time  we  have  had  a  gathering  of  this  sort. 
And  I  believe  a  few  years  from  now,  as  you  look  back  on  that,  that 
will  be  seen  as  a  major  symbolic  turning  point. 

Thirdly,  we  have  maintained  our  force  levels  in  the  region,  un- 
derlining the  rhetoric  in  the  travels  and  the  high-level  meetings 
with  very  concrete  evidence  of  our  staying  power  and  our  stamina 
in  the  region. 

We  believe  that  we  have  accomplished,  therefore,  through  these 
and  other  policies,  two  primary  objectives,  namely,  underlying  the 
importance  of  the  region  to  our  domestic  audience  and  underlying 
our  staying  power  to  our  Asian  audience. 

We  have  recently  adjusted  our  policy  toward  China  where  the 
human  rights  issue  remains  very  important,  but  is  being  promoted 
through  a  comprehensive  engagement.  We  have  reengaged  with 
Japan  on  negotiations  on  trade  disputes.  We  have  agreed  on  the 
outlines  for  liaison  offices  with  Vietnam.  Therefore  we  believe  the 
last  few  weeks  have  been  very  important  in  our  Asian  policy. 

In  addition,  we  have  staunchly  supported  democracy  in  Cam- 
bodia, which  has  experienced  an  amazing  transformation  from  the 
killing  fields,  although  one  has  to  keep  one's  fingers  crossed  with 
the  residual  Khmer  Rouge  threat,  and  we  have  above  all  empha- 
sized regional  approaches  to  problems  in  the  Pacific,  and  not  just 
bilateral,  namely,  the  strengthening  of  APEC,  as  I  have  already 
mentioned  on  the  economic  side,  and  entering  into  regional  security 
dialogues,  which  we  can  go  into  greater  detail  later,  on  the  security 
side. 

We  have  moved  ahead  with  Vietnam,  lifting  the  embargo  and  es- 
tablishing liaison  offices.  We  have  changed  our  contacts  policy  with 
New  Zealand,  and  so  on. 

Mr.  Chairman,  these  are  some  of  the  specific  ways  in  which  we 
have  tried  to  implement  the  President's  concept  of  a  Pacific  com- 
munity based  on  shared  security,  prosperity  and  values. 

Let  me  end  by  saying  that  the  record  is  far  from  perfect.  Of 
course,  we  should  always  be  reexamining  our  approach,  and  we 
have  run  into  some  problems  in  Asia,  more  matters  of  style  than 
goals  or  objectives. 


There  are  continuing  tensions  over  human  rights.  We  will  pro- 
mote our  values  without  apology,  but  also  without  arrogance  and 
taking  into  account  cultural  difierences. 

There  are  sometimes  complaints  about  our  approach  to  trade 
problems  or  linking  trade  and  nontrade  issues.  We  will  not  back  off 
in  promoting  our  interests  and  values,  but  we  are  sensitive  to  the 
importance  of  style  and  approach,  that  the  Asian  view  of  gradual- 
ism at  times  should  be  taken  into  account,  and  that  they,  in  turn, 
are  rich  countries,  self-confident,  and  have  to  be  treated  with  re- 
spect. 

So  we  believe  we  have  laid  good  foundations.  We  are  adjusting 
our  tactics  where  necessary,  but  we  believe  that  the  basic  architec- 
ture in  the  lines  that  I  have  laid  out  will  serve  American  interests. 

Thank  you. 

Chairman  Hamilton.  OK,  thank  you  very  much,  Secretary  Lord. 

[The  prepared  statement  of  Mr.  Lord  appears  at  the  conclusion 
of  the  discussion.] 

Chairman  Hamilton.  Let's  move  on  to  our  other  panelists. 

Mr.  Piatt. 

STATEMENT  OF  HON.  NICHOLAS  PLATT,  PRESIDENT,  ASIA 

SOCIETY 

Mr.  Platt.  Mr.  Chairman,  let  me  just  comment  on  what  Sec- 
retary Lord  has  said. 

From  the  point  of  view  of  the  Asians  that  I  have  dealt  with,  I 
have  been  engaged  in  a  number  of  conferences  in  the  region,  and 
have  a  pretty  good  idea  of  general  views  as  expressed  by  various 
Asian  leaders  toward  our  policy. 

I  think  that  there  is  a  general  consensus  that  the  vision  that  was 
expressed  in  the  President's  speeches  in  Tokyo  and  Seoul  and  then 
later  in  Seattle  was  a  good  one.  And  people  in  that  part  of  the 
world  have,  I  think,  approved  of  the  approach.  They  definitely  want 
to  see  us  stay  engaged.  But  there  has  been,  I  have  to  say,  a  lot  of 
puzzlement  about  the  way  we  have  implemented  that  vision. 

Up  until  recently  when  the  administration  made  a  lot  of  wel- 
comed adjustments  in  its  policies  as  outlined  by  Secretary  Lord, 
there  was  widespread  concern  that  the  United  States  was  mis- 
handling its  relationships  with  China,  with  Japan,  with  Indonesia, 
just  to  name  three  of  the  most  important  bilateral  relationships  in 
the  region.  There  seems  to  be,  in  people's  minds,  a  gap  between  the 
overarching  vision  that  had  been  expressed  and  the  day-to-day 
management  of  the  policies  themselves.  There  seems  to  be,  as  far 
as  the  Asians  were  concerned,  a  disconnect  between  declarative 
policy  and  between  the  actual  management  of  relations. 

I  report  this  to  you  in  an  objective  way.  My  guess  is  that  the  re- 
cent adjustments  in  U.S.  policy  will  be  very  welcome  and  already 
have  been  welcomed  in  the  region,  but  there  still  is  a  sense  of 
bemusement,  if  you  will,  on  the  part  of  countries  in  that  region  as 
to  what  our  policy  really  is  and  how  it  can  be  implemented  more 
consistently. 

Chairman  HAMILTON.  OK 

[The  prepared  statement  of  Mr.  Platt  appears  at  the  conclusion 
of  the  discussion.] 

Chairman  Hamilton.  Who  is  next?  Mr.  Freeman. 


Mr.  Freeman  is  the  Assistant  Secretary  for  Regional  Security, 
Department  of  Defense. 

Mr.  Freeman.  Mr.  Chairman,  actually  in  one  of  our  periodic  re- 
organizations, I  have  reverted  to  the  old  title.  International  Secu- 
rity Affairs,  so  I  am  Assistant  Secretary  for  International  Affairs. 

Chairman  Hamilton.  The  Chair  stands  corrected.  We  will  get 
that  right  into  the  record. 

Thank  you,  sir. 

STATEMENT  OF  HON.  CHAS  W.  FREEMAN,  JR.,  ASSISTANT  SEC- 
RETARY FOR  INTERNATIONAL  SECURITY  AFFAIRS,  DEPART- 
MENT  OF  DEFENSE 

Mr.  Freeman.  OK 

I  would  simply  say  that  I  agree  very  much  with  Mr.  Ackerman, 
that  the  five  treaty  relationships  which  he  referred  to  provide  a 
very  firm  basis  for  our  ability  to  address  security  issues  in  the  East 
Asian  region.  We  note  that  region  is  unique  in  that  it  contains  both 
Japan  and  China,  each  of  which  must  be  considered  potential  world 
powers.  It  contains  Indonesia,  which  by  any  reckoning  is  a  major 
regional  power.  And  just  beyond  the  region  which  we  are  discuss- 
ing today,  but  very  much  part  of  it,  is  India  with  its  own  aspira- 
tions to  become  a  world  power. 

I  am  pleased  to  be  able  to  report  that  our  defense  relationship 
with  Japan,  which  is  the  most  important  bilateral  defense  relation- 
ship we  have  in  the  world,  has  never  been  closer  or  more  coopera- 
tive. I  am  confident  that  if  we  are  forced  to  face  a  military  chal- 
lenge in  Korea,  which  I  sincerely  hope  we  will  not,  that  that  U.S.- 
Japan alliance  will  be  up  to  the  task. 

Our  cooperation  with  Korea  in  the  defense  area  has,  not  surpris- 
ingly, strengthened  under  the  impact  of  the  issue  to  which  you  re- 
ferred earlier,  Mr.  Chairman,  and  I  think  it  is  fair  to  say  that  look- 
ing farther  south,  the  substitution  of  a  policy  of  places,  not  bases, 
for  bases  in  the  Philippines  has  led  to  a  flowering  of  military  co- 
operation with  ASEAN  countries  pretty  much  across  the  board. 

Our  relationship  with  Australia,  as  Mr.  Ackerman  noted,  re- 
mains key  to  our  position  in  the  region,  and  that  too  is  in  good 
shape.  We  continue  to  regret  the  decision  by  New  Zealand  to  ex- 
clude itself  from  our  alliance  relationship  and  hope  that  in  due 
course  it  will  be  possible  to  find  a  basis  to  resume  that  relation- 
ship. 

And  finally  I  would  note  that  as  part  of  the  policy  of  comprehen- 
sive engagement,  we  have  reinitiated  military  dialogue  on  regional 
problems  and  a  variety  of  military-to-military  exchanges  with  the 
People's  Republic  of  China,  thus  giving  us  the  ability  to  speak  di- 
rectly with  what,  by  all  accounts,  is  one  of  the  key  institutions  in 
that  country,  the  People's  Liberation  Army. 

So  I  would  say  that  looking  at  the  region  from  a  defense  perspec- 
tive, we  are — although  we  have  a  problem  or  two — we  are  well  po- 
sitioned. 

Thank  you. 

Chairman  Hamilton.  OK 

[The  prepared  statement  of  Mr.  Freeman  appears  at  the  conclu- 
sion of  the  discussion.] 

Chairman  Hamilton.  Mr.  Hormats. 
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STATEMENT  OF  ROBERT  HORMATS,  VICE  CHAIRMAN, 
GOLDMAN  SACHS  INTERNATIONAL 

Mr.  HoRMATS.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be 
here  to  discuss  this  issue. 

I  would  just  like  to  touch  on  a  few  points,  some  of  which  were 
already  alluded  to  by  my  colleagues  on  the  panel. 

First  of  all,  let  me  make  a  broad  economic  point  about  the  impor- 
tance of  East  Asia. 

Recent  work  by  the  IMF  and  the  World  Bank  underscores  what 
I  think  is  a  very  important  statistic:  that  East  Asia,  including 
Japan,  will  account  for  about  46  percent  of  incremental  world  im- 
ports over  the  course  of  this  decade.  In  a  very  real  sense.  East  Asia 
will  be  the  single  most  important  locomotive  of  world  economic 
growth  and  of  increases  in  world  trade  over  this  period. 

This,  of  course,  underscores  the  importance  of  East  Asia  to  our 
own  economic  prosperity.  As  a  country  which  not  only  wants  to  ex- 
port, but  which  wants  to  export  higher  technology  goods,  goods  that 
improve  the  quality  of  American  jobs,  as  well  as  the  quantity  of 
American  jobs,  East  Asia  is  going  to  be  extremely  important. 

There  have  been  some  recent  reports,  research  that  that  has 
been  done,  that  underscores  the  importance  of  Europe  in  this  area, 
but  if  one  looks  at  growth  over  the  next  decade,  it  is  clearly  Asia 
which  is  the  most  important  global  locomotive,  and  I  think  that  is 
important  to  bear  in  mind  in  the  context  of  our  own  domestic  pol- 
icy. 

The  second  point  relates  to  the  broader  question  of  the  adminis- 
tration's policy  on  East  Asia.  I  think,  as  Winston  Lord  has  indi- 
cated, that  a  considerable  amount  of  progress  in  a  wide  number  of 
areas  has,  in  fact,  been  made.  I  think  the  difficulty  is  that  some- 
times that  progress  is  obscured  by  periods  in  which  the  clarity  of 
administration  policy  is  not  as  great  as  it  could  be  and  the  percep- 
tion of  cohesion  is  not  as  great  as  it  could  be. 

I  think  it  is  also  important  to  realize  that  what  happens  in  the 
other  parts  of  the  world  affects  the  perceptions  of  American  policy 
in  East  Asia  and  vice  versa.  What  happens  with  respect  to  our  pol- 
icy in  Haiti  and  Bosnia  affects  perceptions  in  Asia,  in  countries 
such  as  North  Korea,  and  it  is  also  the  case  that  what  we  do  in 
Asia  has  an  effect  on  other  parts  of  the  world. 

A  very  important  point  that  Win  made,  which  I  think  the  admin- 
istration deserves  a  great  deal  of  credit  for,  is  the  APEC  leaders 
meeting.  This  was  important  in  its  own  right  in  that  it  created  the 
beginning  of  an  institutional  arrangement  for  increased  cooperation 
between  the  United  States  and  countries  in  Asia,  but  it  did  some- 
thing else.  It  also  underscored  to  the  Europeans  that  if  they  did  not 
move  ahead  promptly  to  reach  an  agreement  in  the  Uruguay 
Round  of  trade  negotiations,  the  United  States  had  an  Asian  op- 
tion, and  I  think  that  prompted  the  Europeans  to  move  perhaps 
much  more  expeditiously  than  they  might  have  to  conclude  the 
Uruguay  Round  the  end  of  last  year. 

One  last  point  relates  to  the  question  of  China.  It  strikes  me — 
I  shouldn't  be  talking  about  China  with  such  notable  experts  on  the 
panel — but,  in  my  judgment,  one  of  the  chief  tasks  of  this  country 
and  of  the  West  in  general  over  the  next  decade  to  integrate  China 
into  the  global  market  system,  into  the  global  political  community, 


and  into  a  broader  set  of  relationships  in  such  areas  as  non- 
prohferation.  This  is,  in  my  judgment,  an  extremely  important 
task,  a  task  which  I  think  would  not  have  been  advanced  had  we 
not  renewed  MFN.  But  the  renewal  of  MFN  is  only  the  beginning 
of  the  process  of  engaging  China  in  a  more  effective  and  coherent 
way  across  the  board. 

By  way  of  a  suggestion,  we  have  had  a  policy  for  the  last  several 
years  of  inviting  the  leader  of  first  the  Soviet  Union  and  then  Rus- 
sia to  meet  with  the  G-7  countries  after  their  summits,  and  of 
course  President  Yeltsin  will  be  invited  to  the  Naples  summit  as 
well.  Not  as  a  member  of  the  G-7,  and  I  don't  think  Russia  should 
be  a  member  at  this  point,  but  to  meet  with  the  group  afterwards 
as  part  of  the  process  of  bringing  the  Russians  into  the  global  sys- 
tem. 

It  strikes  me  that,  some  time  down  the  road,  particularly  if  the 
Chinese  do  cooperate  more  and  more  in  areas  like  nonproliferation 
and  other  types  of  global  economic  issues,  to  think  about  utilizing 
the  after-summit  meetings  to  help  to  integrate  them  into  the  global 
community  to  a  greater  degree.  It  strikes  me  that  the  great  task 
of  integrating  these  1.2  billion  people  into  the  global  system  is  an 
extremely  important  challenge  which  will  determine  the  face  of 
Asia  and  indeed  the  global  economy  over  the  next  decade. 

Chairman  Hamilton.  OK,  thank  you. 

Ms.  Barshefsky,  the  Deputy  U.S.  Trade  Representative. 

Proceed. 

STATEMENT  OF  HON.  CHARLENE  BARSHEFSKY,  DEPUTY  U.S. 
TRADE  REPRESENTATIVE,  OFFICE  OF  THE  U.S.  TRADE  REP- 
RESENTATIVE 

Ms.  Barshefsky.  Thank  you  very  much,  Mr.  Chairman,  and 
members  who  are  here. 

I  would  like  to  talk  just  a  minute  about  Win  Lord's  point  about 
the  President's  vision  as  expressed  in  Seattle  and  elsewhere. 

On  the  economic  side,  the  vision  is  one  of  a  shared  prosperity, 
and  let  me  particularize  that  for  you  a  bit  more.  The  vision  has  to 
do  with  promoting  economic  development  and  economic  growth,  ob- 
viously both  here  as  well  as  abroad,  toward  a  mutuality  of  eco- 
nomic interests  and  a  mutuality  of  responsibility. 

Now,  there  are  various  approaches  toward  economic  development 
and  economic  growth  that  we  can  take,  and  we  take  them  all;  there 
are  generic  approaches,  and  there  are  more  particularized  ap- 
proaches and  let  me  focus  on  East  Asia  by  way  of  illustration. 

Generic  approaches,  first  and  foremost,  the  Uruguay  Round.  The 
conclusion  of  the  round  is  an  extraordinary  accomplishment  of  this 
administration  after  7V2  years.  With  respect  to  East  Asia,  the 
round  has  provided  a  cooperative  forum  in  which  we  will  have 
achieved  substantial  liberalization  of  economic  regimes. 

Let  me  give  you  two  examples:  Korea.  Korea's  services  offers  in 
the  Round  were  among  the  best  of  any  developing  country.  Liberal- 
ization in  Korea's  agriculture  regime  probably  could  never  have 
been  achieved  outside  the  context  of  a  round.  Korea's  tariff  cuts  in 
industrial  goods  were  quite  admirable. 

Malaysia  had  a  little  bit  different  level  of  development  than 
Korea.  Malaysia  had  probably  the  best  tariff  cut  offer  on  industrial 
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goods  of  any  developing  country  in  the  world,  with  an  overall  depth 
of  cut  of  more  than  40  percent. 

These  are  very  important  accomplishments,  and  in  our  generic 
approach,  of  course,  the  multilateral  system  is  perhaps  our  most 
important  tool  in  achieving  trade  liberalization  in  the  region. 

A  second  generic  approach  involves  Special  301,  which  is  a  piece 
of  legislation  Congress  has  given  us  to  promote  the  development 
and  protection  of  intellectual  property  rights.  Through  Special  301 
and  the  negotiations  that  are  occasioned  by  the  use  of  that  law,  we 
have  achieved  a  literal  turnaround  in  intellectual  property  protec- 
tion in  Thailand,  a  turnaround  in  Korea  on  intellectual  property 
enforcement,  and  very  substantial  gains  throughout  the  ASEAN  re- 
gion. 

Take  the  Philippines,  for  example,  where  we  have  just  concluded 
a  comprehensive  series  of  intellectual  property  rights  agreements. 
These  are  all  firsts,  they  are  all  critical  for  the  promotion  of  eco- 
nomic development  and  economic  growth  because  without  substan- 
tial intellectual  property  rights  protection  and  enforcement,  invest- 
ment flows  don't  happen,  technology  transfer  doesn't  happen,  and 
economic  growth  is  stymied. 

A  third  generic  approach,  APEC.  President  Clinton's  very  historic 
summit  at  the  Seattle  meeting  brought  together  the  leaders  of  the 
APEC  region  for  the  first  time  since  Lyndon  Johnson  was  Presi- 
dent. And  coming  out  of  that  meeting  was  a  notion  that  shared 
prosperity  is  a  goal,  that  APEC  should  be  a  forum,  not  for  only  con- 
sultative dialogue,  but  over  time  and  very  slowly,  a  forum  for  trade 
liberalization. 

This  is  a  very  important  development.  APEC  is  a  young  institu- 
tion. It  needs  to  be  nurtured.  The  United  States  most  surely  cannot 
dominate  that  institution  and  should  not  attempt  to  do  so.  But  it 
is  an  institution,  the  foundation  of  which  is  cooperation,  mutual  re- 
spect, and  trade  liberalization  and  trade  enhancement. 

Now,  let's  look 

Chairman  Hamilton.  I  may  I  interrupt  you  here? 

Ms.  Barshefsky.  Yes. 

Chairman  Hamilton.  One  of  the  things  that  strikes  me  when  I 
look  at  this  region  is  the  enormous  trade  deficit  we  have  with  these 
countries,  $196  bilhon,  and  U.S.  investment  in  East  Asia  is  lag- 
ging. It  is  not  up  to  our  investment  in  Europe  or  in  Latin  America, 
and  we  all  recognize  the  importance  of  this  area,  but  how  do  you 
explain  this — number  one,  the  lagging  investment,  number  two, 
this  horrendous  trade  deficit? 

Ms.  Barshefsky.  I  think  that  there  are  probably  others  on  the 
panel,  including  Mr.  Hormats,  who  might  be  able  to  review  the  eco- 
nomics better  for  you.  Certainly  one  explanation  is  simply  compari- 
son of  rates  of  growth.  Countries  in  the  region  are  growing  at  rates 
far  in  excess  of  rates  of  growth  in  the  developed  world.  They  are 
pulling  in  massive  amounts  of  capital  goods  and  capital  equipment. 
They  are  pulling  in  substantial  investments,  not  necessarily  only 
from  the  United  States,  but  from  elsewhere  in  the  world.  And  that 
difference  in  economic  growth  and  the  difference  in  the  fiow  of 
funds  will  lead  in  and  of  itself  to  substantial  trade  deficits  on  the 
one  hand  or  trade  surpluses  on  the  other. 
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But  I  think  in  terms  of  your  question,  if  we  look  at  some  of  our 
specific  initiatives,  they  really  are  designed  to  get  at  the  problems 
that  you  are  talking  about. 

If  we  look  at  China,  we  have  been  engaged  in  extremely  inten- 
sive bilateral  market  access  negotiations  with  China  pursuant  to  a 
market  access  Memorandum  of  Understanding.  We  have  teams  in 
China  literally  every  5  weeks.  We  have  been  at  this  now  for  the 
past  18  months  of  this  administration,  and  the  trade  gains  that  we 
have  achieved  in  China  are  quite  substantial — with  respect  to  the 
liberalization  of  their  quantitative  restraints,  increased  trans- 
parency in  their  trade  regime,  a  substantial  reduction  in  the  thou- 
sands of  nontariff  barriers  and  nontariff  measures  that  the  Chinese 
have  employed,  an  overall  increase  in  imports  of  capital  goods,  cap- 
ital equipment  and  very  high  value-added  items  of  particular  inter- 
est to  U.S.  producers. 

If  we  look  at  the  ASEAN  region,  this  administration  inaugurated 
what  we  call  the  alliance  for  mutual  growth,  which  is  a  cooperative 
endeavor  with  the  ASEAN  region  in  an  attempt  to  pull  investment 
toward  the  region,  to  put  into  place  joint  ventures  between  ASEAN 
and  U.S.  companies  so  that  the  exports  flow  from  the  United  States 
to  ASEAN  and  these  opportunities  don't  just  go  to  the  French  or 
to  other  Asian  countries.  So  there  are  a  variety  of  particular  initia- 
tives as  well. 

Chairman  Hamilton.  OK  We  will  try  to  get  back  to  them. 

[The  prepared  statement  of  Ms.  Barshefsky  appears  at  the  con- 
clusion of  the  discussion.] 

Chairman  Hamilton.  Mr.  Oksenberg  and  then  Mr.  Courtis. 

STATEMENT  OF  MICHEL  OKSENBERG,  PRESIDENT,  EAST-WEST 

CENTER 

Mr.  Oksenberg.  Thank  you,  Chairman  Hamilton. 

You  have  posed  two  questions:  What  is  right  and  what  is  wrong 
about  American  policy?  And  let  me  respond  to  each. 

I  agree  with  Secretary  Lord's  enunciation  of  what  is  right,  and 
would  particularly  stress  the  emphasis  that  this  administration  has 
given  to  multilateral  approaches  to  the  region's  problems. 

The  administration's  stress  on  retaining  a  military  presence  in 
the  region  after  the  Bottom-Up  Review  strikes  me  as  worthy  of  a 
great  deal  of  commendation.  And  finally,  the  administration's  de- 
termination to  sustain  a  liberal  international  trade  regime  as  envi- 
sioned in  GATT,  the  Uruguay  Round,  plus  NAFTA  are  crucial  to 
America's  presence  in  the  region. 

To  summarize  my  view  of  what  is  wrong  about  the  approach,  I 
would  very  much  agree  with  some  of  the  comments  that  Mr.  Piatt 
has  made  concerning  the  credibility  of  the  administration  in  the  re- 
gion as  a  result  not  of  anything  it  has  done  in  the  region  as  much 
as  its  handling  of  such  issues  as  Haiti  and  Bosnia. 

There  have  also  been,  it  seems  to  me,  several  wise  decisions 
where  implementation  has  left  something  to  be  desired.  What  this 
means  is  that  rhetoric  and  policy  have  been  basically  sound,  but 
when  that  policy  is  applied  in  a  bilateral  context,  frequently  the  in- 
dicators of  success  have  been  narrowed  to  a  litmus  test  that  doesn't 
encompass  the  broad  range  of  interests  that  are  enunciated  in  the 
policy. 
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In  addition,  it  seems  to  me  that  we  have  been  dealing  with  a 
whole  series  of  transitory  issues  in  ways  that  do  not  necessarily 
meet  long-term  objectives  or  come  to  grips  with  longer-term  issues 
in  the  region,  and  I  would  like  to  mention  several  of  those.  We 
have  to  keep  these  longer-term  problems  very  much  in  mind  as  we 
approach  a  whole  series  of  short-term  problems. 

One  is  that  it  is  very  clear  that  the  prosperity  of  this  region  is 
in  our  interest,  but  to  sustain  that  prosperity,  as  Bob  Hormats  has 
stressed,  will  require  institutional  development,  particularly  of  fi- 
nancial institutions  in  the  region  as  the  economics  become  increas- 
ingly more  sophisticated.  I  should  stress  also  the  development  of  ef- 
fective legal  systems.  Most  of  these  countries  lack  effective  legal 
systems  to  enable  their  prosperity  to  be  sustained. 

Second,  we  still  deal  with  a  number  of  rather  isolated  countries 
in  the  region,  and  it  is  not  clear  to  me  what  our  strategy  is  for 
drawing  these  countries  out  of  their  isolation,  even  as  we  must  im- 
pose various  forms  of  sanctions  when  those  isolated  countries 
transgress  international  values. 

Third,  as  you  have  also  indicated,  because  of  the  growth  in  pros- 
perity of  the  region,  it  is  essential  for  the  United  States  to  benefit 
from  the  increasing  prosperity  out  there  and  this  entails  winning 
market  shares  and  market  access  and  encouraging  those  countries 
to  abandon  what  must  be  called  in  some  respects  their 
neomercantilist  economic  systems. 

This  has  clearly  been  a  focal  point  of  the  administration  strategy 
but  it  has  been  addressed  more  on  a  country-by-country  basis  rath- 
er than  looking  at  the  problem  of  our  trade  deficits  with  the  region 
as  a  whole.  And  I  would  also  add  that  our  strategy  in  this  realm 
has  to  be  related  to  our  continued  military  presence  in  the  region. 

It  would  be  unfortunate,  indeed,  if  the  United  States,  a  decade 
from  now,  ends  up  having  sustained  the  security  of  the  region 
while  others  have  benefited  economically  from  it.  But  I  would  have 
to  say  in  some  respects,  that  is  the  trend. 

And  finally,  I  would  stress,  as  a  fourth  major  long-term  problem 
for  the  United  States,  coming  to  grips  conceptually  and  intellectu- 
ally with  both  the  problems  and  challenges  that  China's  dramatic 
rise  represents. 

I  should  also  add,  as  I  stated  in  my  letter  to  you,  that  big  new 
issues  are  crashing  onto  the  Asian  agenda.  Population  migration, 
environmental  degradation,  the  spread  of  AIDS  in  the  region,  nar- 
cotics production  and  use.  I  am  not  sure  that  we  have  been  really 
focusing  enough  attention  on  what  I  might  call  the  looming  issues 
of  the  21st  century,  many  of  which  will  be  faced  with  particular  se- 
verity in  the  Asian  region. 

Chairman  Hamilton.  OK.  Thank  you. 

[The  prepared  statement  of  Mr.  Oksenberg  appears  at  the  conclu- 
sion of  the  discussion.] 

Chairman  Hamilton.  Mr.  Courtis  next. 

Before  you  begin,  Mr.  Courtis,  I  want  to  say  to  my  colleagues 
here,  I  am  prepared  to  recognize  you  in  order  of  appearance  like 
the  rules  of  the  committee  require,  but  it  might  be  better  just  to 
interject  whenever  you  want. 

Mr.  Courtis. 
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STATEMENT  OF  KENNETH  COURTIS,  FIRST  VICE  PRESIDENT, 
DEUTSCHE  BANK  CAPITAL  MARKETS  (ASIA)  LIMITED 

Mr.  Courtis.  Mr.  Chairman,  thank  you  for  your  gracious  invita- 
tion. It  is  an  honor  to  be  here  with  you  and  members  and  the  dis- 
tinguished panel. 

While  it  is  the  case  that  a  number  of  positive  steps  have  been 
made  over  the  last  year-and-a-half  in  America's  policies  toward 
Asia,  there  have  also  oeen  some  false  steps  and  some  missteps. 

The  profile  of  the  importance  of  Asia  certainly  has  been  raised, 
but  still  more  work  is  required.  As  Mr.  Hormats  has  indicated,  the 
region  is,  bar  none,  the  critical  strategic  economic,  and  I  would  say, 
increasingly,  security  theater  for  North  America  in  the  1990's. 

In  a  decade.  East  Asia  will  have  an  economy  larger  than  that  of 
NAFTA  and  larger  than  that  of  the  European  Union.  It  will  create 
55  percent  to  60  percent  of  the  new  wealth  in  the  world  economy 
over  the  next  decade.  In  10  years  it  will  generate  $1.2  to  $1.3  tril- 
lion in  additional  annual  savings  than  it  does  today. 

During  the  election  campaign,  I  think  one  of  the  slogans  was: 
"It's  the  economy,  stupid."  Well,  certainly  when  you  look  at  the 
economy,  you  can  only  look  at  it  from  a  global  perspective  and  with 
East  Asia  set  to  occupy  the  central  role  for  America  in  the  decade 
ahead,  perhaps  the  slogan  should  have  been  "The  economy's  global, 
stupid." 

I  would  like  then  to  address  one  or  two  of  the  economic  issues 
during  this  first  intervention,  Mr.  Chairman,  and  perhaps  later 
come  back  to  some  of  the  broader  strategic  issues  that  develop- 
ments in  the  region  merit. 

On  the  economic  side,  I  would  like  to  address  three  questions: 
trade;  capital  flows;  and  foreign  exchange. 

In  the  area  of  trade,  the  objective  must  be  for  America  to  in- 
crease, and  substantially,  exports  to  the  region,  to  allow  North 
American  companies  to  build  long-term,  defendable  competitive  po- 
sitions in  these  booming  marketplaces  based  on  a  widening  of  their 
distribution  throughout  the  region,  building  productive  capacity 
throughout  East  Asia,  and,  or  course,  transferring  their  technology 
and  therefore  shaping  the  technology  standards  of  the  region. 

Otherwise,  by  default,  Japanese  firms  will  capture  the  mega- 
markets  of  East  Asia  and  lever  the  explosive  increases  in  volumes 
that  these  markets  will  generate  to  stunning  global  competitive  ad- 
vantage. 

If  America  could,  on  the  other  hand,  play  the  role  that  is  open 
for  it,  it  would  increase  its  own  economic  growth  domestically  and 
reduce  its  destabilizing  deficits. 

The  second  economic  objective,  from  a  trade  perspective,  has  to 
be  to  avoid  or  to  preempt  the  de  facto  integration  of  Japanese  cap- 
ital, management  and  technology.  East  Asian  market  dynamics,  de- 
mographics and  labor  costs  which,  were  that  to  happen,  would  have 
global  competitive  implications  that  few  yet  fully  comprehend. 

Certainly  it  would  work  very  much  to  America's  disadvantage. 
Speaking  practically,  areas  that  could  be  worked  on  include  meas- 
ures that  would  have  the  export-enhancing  effect  of  a  value-added 
tax  in  this  country,  and  which  provides  competitors  from  other 
countries  a  major  advantage  in  the  region.  Perhaps  a  rough  equiva- 
lent would  be  tariff-free  export  zones. 
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Secondly,  companies  moving  into  these  regions  expose  them- 
selves to  devaluation  risks  which  they  have  to  then  reflect  on  their 
balance  sheets.  It  would  be  of  use  to  consider  some  form  of  special 
write-off  to  allow  companies  to  take  those  risks,  without  being  ex- 
posed to  undue  balance  sheet  implications. 

Thirdly,  because  the  risks  in  the  region — technological  risks, 
market  risks,  financial  risks — are  so  large,  I  think  it  would  be  use- 
ful to  explore  how  U.S.  antitrust  laws  could  be  modified  to  allow 
companies  to  work  in  consortia,  to  minimize  those  risks  or  at  least 
to  balance  off  those  risks. 

Also,  the  United  States  should  review  the  $80,000  tax  deduction 
for  expatriates  working  in  the  region.  It  should  be  higher.  Compa- 
nies from  other  countries  do  not  work  with  that  disadvantage.  Fi- 
nally, given  the  enormous  economic  interests  that  are  at  stake  in 
U.S. -Asian  relations,  it  would  be  useful  to  look  at  the  NAFTA 
agreement  and  see  if  its  dispute  resolution  mechanism  could  not 
serve  as  a  model  for  trans-Pacific  trade  dispute  resolution. 

On  the  issue  of  capital  flows,  the  strategic  U.S.  objective  has  to 
be  the  fair  and  equitable  access  to  the  capital  that  is  being  gen- 
erated in  the  region  for  use  in  the  region,  and  that  is  flowing  to 
America,  for  one  of  the  great  economic  issues  that  the  United 
States  faces  is  that  its  very  low  savings  rate  makes  it  a  constant 
importer  of  capital,  and  what  is  happening  in  Asia  makes  Asia  a 
surplus  generator  of  capital. 

Indeed,  Mr.  Chairman,  that  is  how  I  would  address  the  question 
you  raised  of  why  American  investment  rates  are  as  low  in  these 
countries  as  they  are.  Think  of  it.  In  Malaysia,  Japan,  invests  four 
times  more  than  the  United  States  does;  in  Indonesia,  6.2  times; 
in  Thailand,  5.8  times  more  than  the  United  States  does. 

It  is  also  not  unrelated,  I  believe,  Mr.  Chairman,  that  Japanese 
investors  have  essentially  gone  on  strike  as  far  as  investing  in 
North  America  since  the  beginning  of  this  year,  to  the  fact  that  our 
interest  rates  have  moved  sharply  higher.  Think  of  it,  until  March 
of  this  year,  from  the  beginning  of  1990,  Japan  has  generated  a 
current  account  surplus  of  $431  billion.  It  will  generate  another 
$90  to  $100  billion  surplus  through  the  remaining  9  months  of  the 
year  from  April.  If  things  stay  on  their  present  course,  Japan  will 
generate  a  $90  billion  to  $120  billion  surplus  annually  through  the 
end  of  the  decade. 

Mr.  Chairman,  that  is  a  $1  trillion  surplus  and  all  of  that  money 
will  have  to  be  recycled  to  the  world  markets. 

What  comes  in  has  to  go  out.  A  balance  of  payments  has  to  bal- 
ance. But  it  is  not  only  Japan  that  is  generating  surpluses.  In  fact, 
that  behavior  is  becoming  a  characteristic  pattern  of  the  region. 
Therefore,  Mr.  Chairman,  one  of  the  great  issues  that  will  face 
America  in  its  relations  with  East  Asia  this  decade  is  how  this 
ocean  of  funds  will  be  recycled.  That  process  will  critically  impact 
world  markets  and  profoundly  influence  the  global  balance  of  eco- 
nomic, financial,  and  perhaps  political  power. 

Does  America  encourage  Japan  to  set  up  a  global  infrastructure 
fund,  a  global  information  highway  fund,  a  global  nuclear  cleanup 
fund,  a  global  environmental  fund?  But  where  foreign  firms,  non- 
Japanese  firms,  would  have  real  and  effective,  equal  access  to  those 
funds  and  to  participate  in  those  projects. 
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It  is  against  this  background,  Mr.  Chairman,  that  in  negotiations 
across  the  Pacific,  America  will  be  led  to  link  issues  together  much 
more  than  has  been  the  case  in  the  past,  to  link  the  flow  of  goods, 
services,  technology,  and  capital  together  with  market  access  and 
the  security  goods  that  America  delivers  to  the  region,  and  which 
remains  so  critical  to  the  stability  that  is  the  central  condition  to 
Asia's  phenomenal  growth. 

Finally,  Mr.  Chairman,  I  would  like  to  raise  the  issue  of  foreign 
exchange  policy.  America  has  had  a  policy  of  stop  and  go  devalu- 
ation, not  just  in  the  current  administration,  but  going  back  to 
1970.  Devaluation  is  seen  often  as  a  panacea  to  resolving  America's 
problems,  yet  America's  deficit  with  the  region  was  but  $4  billion 
in  1970,  and  this  year,  Mr.  Chairman,  as  you  said,  it  will  be  some 
45  times  larger  than  that.  Yet  in  the  interval,  the  dollar  has  fallen 
systematically  through  the  intervening  quarter  century.  Indeed,  I 
would  argue  that  America  has  adopted  the  worst  of  all  possible 
policies  in  this  regard.  A  stop  and  go  currency  policy  constantly 
keeps  financial  markets  unsettled,  and  so  investors  perceive  higher 
risks  and  require  a  higher  return.  The  resulting  higher  dollar  in- 
terest rates  mean  lower  levels  of  growth  for  North  America.  Yet  be- 
cause the  policy  has  been  stop  and  go,  it  has  always  allowed  the 
competition  time  to  adjust,  and  so  at  the  end  of  the  day  America 
finds  itself  worse  off. 

Such  policies  also  scare  foreign  investors  from  buying  dollar  as- 
sets. In  addition,  it  makes  it  more  difficult  for  U.S.  based  compa- 
nies with  their  dollar  income  to  invest  in  these  new  markets,  par- 
ticularly the  Japanese  market,  and  therefore  weakens  America's 
competitive  clout,  not  only  in  Japan,  but  throughout  the  region. 

Such  a  policy,  Mr.  Chairman,  is  not  and  cannot  be  consistent 
with  the  economic  objectives  or  the  interests  of  America.  Indeed, 
Mr.  Chairman,  no  country  has  ever  strengthened  its  position,  has 
become  stronger  and  more  prosperous,  by  debasing  its  currency. 
History  will  be  brutal  in  its  judgment  of  those  who  believe  other- 
wise. 

I  will  pass  there  and  perhaps  come  back  later,  Mr.  Chairman. 

PROCEDURE  FOR  DISCUSSION 

Chairman  Hamilton.  OK  I  want  to  try  to  open  things  up  and 
get  into  a  more  free-flowing  discussion. 

I  will  turn  to  my  Cochairman,  Mr.  Ackerman,  for  any  comments 
he  would  like  to  make  at  this  point  and  questions  he  wants  the 
panel  to  comment  on. 

I  do  want  to  encourage  intervention,  not  only  by  our  panelists, 
but  by  members  as  well.  We  are  going  to  proceed  without  a  strict 
order  of  call  from  the  standpoint  of  the  members. 

So  if  you  want  recognition,  try  to  get  the  attention  of  the  Chair, 
and  we  will  proceed. 

Mr.  Ackerman. 

ASIAN  policy  failures 

Mr.  Ackerman.  Thank  you,  Mr.  Chairman. 

I  would  just  like  to  know  what  each  of  you  might  consider  our 
single,  biggest  policy  failure,  either  in  the  region  or  specifically 
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with  any  of  the  individual  countries  in  the  region,  and  what  you 
would  do  to  correct  it. 

Mr.  Oksenberg.  Over  what  timeframe? 

Mr.  RoHRABACHER.  How  about  this  administration? 

Mr.  ACKERMAN.  The  last  3  days;  let's  say  over  the  past  5  years. 

Are  we  doing  everything  rightf 

PROBLEM  OF  DEVALUED  DOLLAR 

Mr.  Oksenberg.  If  you  let  me  do  two.  The  one  I  would  imme- 
diately cite,  in  agreement  with  Mr.  Courtis,  is  developing  a  broad 
gauged  economic  policy  for  dealing  with  the  region  as  a  whole.  And 
the  second,  the  obvious  one  is  North  Korea. 

Mr.  AcKERMAN.  You  are  stating  that,  in  your  opinion,  we  do  not 
have  a  broad-based  policy. 

Mr.  Oksenberg.  An  economic  policy  for  the  region  as  a  whole, 
no,  and  it  is  partly  reflected  on  our  inability  to  decide  how  we  want 
to  value  the  dollar. 

Mr.  AcKERMAN.  That  was  part  A.  Part  B,  how  do  you  correct  it? 

Mr.  Oksenberg.  We  must  first  decide.  My  own  view  is,  as  Ken 
Courtis'  is,  not  to  debase  the  value  of  the  dollar.  That  enhances  the 
ability  of  Asian  countries  to  invest  more  easily  in  the  region.  It 
makes  it  more  difficult  for  us  to  benefit  over  the  long  run  from  its 
prosperity  by  investing  in  Asia. 

Chairman  Hamilton.  Any  other  comments  on  Mr.  Ackerman's 
question? 

Mr.  AcKERMAN.  And  North  Korea. 

Mr.  Oksenberg.  North  Korea,  I  think  we  have  to  have  a  twofold 
strategy.  One,  to  know  the  bottom  line  and  pursue  it  with  vigor. 
Also,  what  is  the  strategy  for  drawing  North  Korea  out  of  its  isola- 
tion? And  I  do  not  think  we  have  confronted  that  side  of  the  equa- 
tion. 

Chairman  Hamilton.  Any  other  comments  on  this  question? 

Mr.  Hormats. 

Mr.  Hormats.  Just  a  quick  reinforcement  of  the  point  on  the  ex- 
change rate.  I  don't  believe  that  the  administration  consciously 
wanted  the  dollar  to  decline  as  much  as  it  did,  but  it  was  certainly 
the  case  early  on  that  the  administration  wanted  a  lower  dollar  or 
a  stronger  yen.  It  created  the  impression  in  financial  markets,  the 
very  clear  impression  for  a  very  long  period  of  time,  that  that  was 
a  device  for  putting  pressure  on  Japan  to  open  its  markets.  And 
every  time  there  was  tough  rhetoric  in  our  relations  with  Japan, 
the  dollar  went  down. 

Why  did  it  go  down?  Because  the  administration  felt  it  was  OK 
that  the  dollar  went  down  and  was  not  about  to  intervene  to  stop 
it. 

Now,  what  did  this  do?  For  a  period  of  time,  it  didn't  have  much 
impact  at  all.  But  at  a  point  in  time,  the  earlier  part  of  this  year, 
coupled  with  Federal  Reserve  increases  in  short-term  interest 
rates,  it  had  an  effect  on  the  U.S.  bond  market. 

Now,  there  will  be  those  in  Washington  who  say  it  didn't,  but  if 
you  talk  to  people  who  buy  and  sell  bonds  every  day,  as  Ken  and 
I  do,  I  can  assure  you,  it  did.  It  wasn't  as  important  in  the  decline 
of  the  bond  market  as  the  Federal  Reserve  action  or  the  concerns 
about  inflation,  in  a  direct  sense,  but  it  certainly  was  a  contribut- 
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ing  factor.  Therefore,  those  of  us  who  have  to  get  mortgages  or  fi- 
nance cars  pay  a  price  for  the  perception  in  the  market  that  the 
United  States  wanted  a  weaker  dollar. 

Now,  that  has  changed  of  late  with  the  massive  intervention  of 
a  few  weeks  ago.  But  it  is  very  important  to  bear  in  mind  that  a 
lower  dollar  is  not  a  free  good.  It  is  not  a  free  benefit.  While  it  may 
help  on  the  trade  side,  it  has  an  impact  on  interest  rates.  Even  if 
the  administration  didn't  want  the  dollar  to  go  down,  the  percep- 
tion was  there.  That  was  the  problem. 

ASIAN  PACIFIC  COUNCIL  OF  AMERICAN  CHAMBERS  OF  COMMERCE 

Chairman  Hamilton.  OK 

I  want  to  interrupt  here  to  say  that  we  have  with  us  today  a 
group  currently  visiting  Washington  from  the  Asian  Pacific  Council 
of  American  Chambers  of  Commerce.  We  are  very  pleased  to  have 
representatives  of  a  group  that  has  done  marvelous  work  on  behalf 
of  American  business  persons  operating  in  the  Asian  Pacific  area, 
and  we  are  pleased  to  have  them  join  our  discussion. 

Secretary  Lord  wanted  to  comment.  Then  I  am  going  to  go  to  Mr. 
Oilman  and  then  to  Mr.  Smith  and  Mr.  Hyde. 

SUCCESS  OF  U.S.  ASIA  POLICY 

Mr.  Lord.  Oetting  back  to  Chairman  Ackerman's  comments  con- 
cerning the  two  areas  that  have  been  thrown  out  so  far,  sort  of  eco- 
nomics generally,  and  the  Korean  issue.  First,  I  don't  think  it  is 
surprising  that  there  is  some  hesitancy  about  announcing  huge 
failures.  As  a  whole,  under  Republican  and  Democratic  administra- 
tions, we  have  had  a  pretty  good  approach  to  Asia.  I  think  it  is  a 
more  successful  region  for  American  foreign  policy  than  most,  and 
on  the  whole,  it  has  had  bipartisan  support  from  one  administra- 
tion to  another. 

In  my  prepared  statement,  I  indicated  some  new  emphases  in 
this  administration,  including  raising  its  profile. 

MACROECONOMIC  CHANGES  IN  JAPAN 

Now,  with  respect  to  these  two  issues,  Japan,  of  course,  is  a  large 
part  of  the  economic  challenge.  If  you  had  to  cite  a  problem  over 
the  last  5  years,  I  think  I  would  cite  that.  The  jury  is  still  out  on 
whether  this  administration  is  going  to  succeed  in  opening  up  that 
market  more  successfully  than  previous  ones. 

It  is  a  very  tough  problem. 

In  relation  to  the  OATT,  as  Ms.  Barshefsky  said,  we  have  made 
some  positive  progress.  Over  time,  through  APEC,  I  would  hope 
that  regionally  we  could  deal  with  the  Japan  problem.  Above  all, 
we  are  getting  our  domestic  act  in  order  by  cutting  our  deficit, 
which  Japan  has  asked  us  to  do,  as  many  other  countries  have  for 
many  years.  With  our  companies  getting  leaner  and  meaner,  they 
can  compete  in  that  market  if  we  can  open  it  up. 

Then  there  is  the  macroeconomic  level  and  the  sector  negotia- 
tions. Our  task  has  been  complicated  by  the  changing  domestic  po- 
litical situation  in  Japan  which  has  slowed  down  the  negotiations. 
But  I  think  it  is  taking  Japan  in  a  direction  that  will  help  us  in 
the  future  by  Japan's  becoming  a  more  consumer-oriented  society, 
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one  where  there  are  competing  political  parties  for  the  consumer 
vote,  and  which,  I  think,  will  ease  our  economic  problems  with 
Japan. 

INSULATING  NONECONOMIC  ISSUES  EN  U.S. -JAPAN  RELATIONS 

Now,  I  would  say  at  the  same  time,  the  success  in  Japan  policy 
has  been  to  insulate  the  other  aspects  of  our  relationship  from  our 
economic  frictions  so  that  our  security  ties  are  stronger  than  ever; 
this  is  very  important  as  we  have  this  Korean  issue,  and  we  have 
moved  ahead  on  a  global  agenda,  with  population  and  AIDS,  and 
we  have  been  consulting  very  closely  in  Cambodia  and  Korea,  et 
cetera.  I  would,  however,  cite  the  continuing  deficits  and  the  need 
to  open  up  that  market  as  challenges  in  Asia  which  we  haven't  met 
too  successfully  in  recent  years. 

On  the  Korean  issue,  I  think  it  again  is  a  problem  that  goes  back 
to  the  previous  administration  as  well  as  one  time  concerns  as  this 
one.  It  goes  back  to  the  late  1980's.  In  the  case  of  both  Japan  and 
Korea,  we  believe  that  we  are  attacking  long-festering  problems 
that  deserve  to  be  addressed.  We  will  get  into  Korea  later,  I  am 
sure. 

I  am  going  to  let  others  interject  now,  but,  to  conclude,  the  jury 
is  still  out  whether  we  are  going  to  be  successful  or  not. 

Chairman  Hamilton.  Mr.  Oilman. 

Mr.  AcKERMAN.  Mr.  Chairman,  if  I  might,  a  quick  follow-up  to 
tie  the  issues  together. 

Chairman  Hamilton.  Mr.  Ackerman. 

ECONOMIC  APPROACH  TO  NORTH  KOREAN  PROBLEM 

Mr.  Ackerman.  Intriguing,  North  Korea  and  the  economic  come 
up  as  two  rising  to  the  surface.  As  a  resolution  to  the  Korean  crisis, 
if  it  broke  out  into  an  all-out  confrontation,  there  would  be  tremen- 
dous economic  consequences  both  regionally  and  globally. 

If  we  switched  to  a  possible  solution  or  conclusion  and  set  aside 
all  of  the  political  considerations,  and  said,  let's  go  in  regionally  or 
globally  and  make  an  investment  and  buy  down  the  heavy  water 
reactors  and  invest  in  light  water  reactors  and  do  that  in  some 
fashion  with  partners  or  allies;  what  would  be  the  economic  con- 
sequences of  that,  politics  aside? 

Mr.  Platt.  My  sense  is  that,  although  I  am  not  privy  to  what 
has  happened  in  the  negotiations,  there  has  in  fact  been  an  offer 
made  to  finance  light  water  reactors.  I  think  the  solution  to  the 
problem,  the  removal  of  the  sense  of  instability  that  the  Korean 
issue  creates  would  have  a  very  stabilizing  and  a  very  important 
economic  effect  on  the  region.  It  would  remove  one  of  the  big  ques- 
tion marks. 

Mr.  Ackerman.  Just  a  clarification,  you  are  saying  that  the  eco- 
nomic benefits  of  the  stabilization  would  far  outweigh  the  invest- 
ment costs? 

Mr.  Platt.  I  would  think  so,  over  time. 

Chairman  Hamilton.  OK. 

Mr.  Oilman. 
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TRADE  DEFICIT  WITH  CHINA 

Mr.  GiLMAN.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  our  experts  who  are  here  today  for  their  good 
cross-section  of  opinion. 

Ms.  Barshefsky,  you  talked  a  great  deal  about  the  trade  accom- 
plishments of  the  administration  and,  you  know,  many  times  when 
we  go  out  to  visit  our  area  in  the  Asian  Pacific  Rim  community, 
they  say  we  are  not  being  aggressive  enough.  Our  own  embassy 
people  say  that  we  are  not  aggressive  enough  in  trying  to  capture 
a  lot  of  the  markets  that  are  available. 

I  welcome  some  comment,  but  while  you  are  commenting  on  that, 
with  all  of  the  efforts  being  made,  for  example,  with  relationship 
to  China,  why  is  our  deficit  still  growing  considerably? 

As  I  understand  right  now,  our  trade  deficit  to  the  People's  Re- 
public of  China  is  over  $20  billion.  What  are  we  doing  that  is  lack- 
ing in  trying  to  capture  that  market,  especially  since  we  have  been 
leaning  over  backwards  to  try  to  accommodate  the  People's  Repub- 
lic of  China? 

Ms.  Barshefsky.  Thank  you  very  much  for  your  question.  I 
think  it  would  be  very  difficult  to  make  the  case  that  the  United 
States  has  not  been  sufficiently  aggressive  in  Asia  on  trade  issues. 
Usually  there  is  a  countercharge,  which  is  that  the  United  States 
has  been  overly  aggressive. 

Mr.  Oilman.  I  haven't  heard  that  charge  before. 

Ms.  Barshefsky.  I  have  heard  it. 

With  respect  to  this  issue  of  aggressiveness,  we  believe  that  we 
certainly  pushed  the  region  in  the  context  of  the  Uruguay  Round 
far  harder  for  far  longer  than  any  other  developed  country  trading 
partner  we  have. 

conditions  for  CHINESE  AND  TAIWANESE  GATT  ACCESSION 

With  respect  to  Taiwan's  and  China's  OATT  accession  bids, 
which  are  now  pending,  we  will  have  pushed  both  of  those  coun- 
tries far  harder  for  far  longer  than  any  of  our  trading  partners  are 
willing  to  do,  to  be  sure  that  both  of  those  countries  enter  the 
GATT  on  terms  fully  consistent  with  their  status  as  major  econo- 
mies in  the  world  and  on  terms  fully  consistent  with  maximum 
market  access  for  U.S.  producers,  maximum  investment  opportuni- 
ties for  U.S.  producers,  maximum  transparency  in  those  systems, 
and  a  decline  in  discretionary  regulation  and  rulemaking  that  so 
often  pervades  more  controlled  economies. 

STEPS  TAKEN  TO  OPEN  ASEAN  MARKETS 

With  respect  to  the  ASEAN  countries,  we  have  been  very  aggres- 
sive in  pursuing  intellectual  property  rights,  bilateral  investment 
treaties,  in  pursuing  bilateral  market  access  complaints  of  U.S. 
companies  and  in  working  at  the  same  time  with  the  Commerce 
Department  on  tying  our  market  access  policy  initiatives  with  ex- 
port promotion.  Because  after  all,  it  doesn't  do  any  good  to  open  a 
market  if  no  one  is  going  to  take  advantage  of  the  opening. 

So  this  administration,  I  think,  and  Commerce,  are  working 
much  more  in  concert  and  much  more  effectively. 
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All  of  these  initiatives  I  think  will  take  time  in  terms  of  the  real- 
ization ultimately  of  economic  gain.  But  I  think  the  probabilities  of 
substantial  economic  gain  are  being  put  into  place.  This  is  by  no 
means  a  perfect  system,  but  we  think  that  we  have  a  substantial 
focus  on  Asia  and  nave  put  a  lot  of  resources  there  in  terms  of  mar- 
ket access. 

FACTORS  AFFECTING  DEFICIT  NUMBERS  WITH  CHINA 

In  terms  of  the  deficit  numbers  with  respect  to  China,  there  are 
two  points  to  be  made:  First  of  all,  China  has  one  of  the  most 
closed  and  controlled  regimes  that  there  is,  although  its  pace  of  de- 
velopment, its  pace  of  embracing  market  economics  or  "socialist 
market"  economics  is  really  quite  astounding,  and  we  see  that  in 
the  success  of  our  market  access  efforts  with  respect  to  China. 

But  second  of  all,  these  deficit  numbers  are  somewhat  skewed, 
which  is  to  say,  there  is  a  lot  of  investment  and  export  flows  be- 
tween China,  Taiwan  and  Hong  Kong,  and  what  you  see  is  a  Unit- 
ed States  which  is  in  surplus  with  Hong  Kong  and  Taiwan  and  in 
deficit  with  China,  in  part  because  Hong  Kong  and  Taiwan  have 
shifted  their  deficits  with  the  United  States  to  China. 

So  the  $23  billion  figure  with  respect  to  China  is  most  assuredly 
an  overstatement  of  the  Mainland  deficit  with  the  United  States. 
And  the  surpluses  which  the  United  States  tends  to  enjoy  now  with 
Taiwan  and  Hong  Kong  are  probably  also  an  overstatement  of  our 
economic  position  with  those  countries. 

That  having  been  said,  there  is  no  question  that  we  have  to  re- 
main very  aggressive  on  the  China  front.  We  are  in  negotiations 
now  with  them  over  the  issue  of  quantitative  restraints  that  will 
apply  to  foreign  imports  for  calendar  year  1994,  and  we  would  ex- 
pect to  make  substantial  progress  there.  We  are  in  negotiation  with 
them  now  on  the  opening  of  their  services  sector,  which  of  course 
will  be  necessary,  in  any  event,  should  they  accede  to  the  GATT. 

THE  MORAL  DIMENSION  OF  TRADE  POLICY 

Mr.  ROHRABACHER.  If  I  could  ask  a  question  about  something  you 
just  said  there? 

Mr.  Oilman.  I  would  be  pleased  to  yield  to  the  gentleman. 

Mr.  ROHRABACHER.  Thank  you  very  much. 

You  were  mentioning  this  is  the  first  time  I  ever  heard  this  idea 
of  a  mass  trade  deficit  on  how  Taiwan  and  Hong  Kong  are  sup- 
posedly transferring  this  over  to  Mainland  China.  Isn't  it  true  that 
the  Taiwanese,  with  20  million  people — is  that  the  population  of 
Taiwan,  20  million — that  they  buy  twice  as  much  from  us  as  Main- 
land China? 

Ms.  Barshefsky.  Sure. 

Mr.  ROHRABACHER.  How  does  that  shift  over? 

Ms.  Barshefsky.  I  understand  what  you  are  saying.  All  I  am 
saying  is,  there  is  substantial  discrepancy.  There  are  many  econo- 
mists that  talk  about  this  issue. 

Mr.  ROHRABACHER.  I  just  have  to  sav  this  for  the  record  right 
now.  I  mean,  we  are  talking  about  all  of  this  economic  issue  totally 
absent  of  any  moral  evaluation  of  the  governments  that  we  are 
talking  about,  and  here  you  just  basically  attacked  Taiwan  and 
Hong  Kong. 
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Ms.  Barshefsky.  No. 

Mr.  RoHRABACHER.  Which  have  relatively  free  governments.  Tai- 
wan, which  has  a  democracy,  in  order  to  basically  excuse  what — 
a  trade  action  which  basically  is  being  committed,  a  crime  against 
the  United  States  in  trade  rights,  not  letting  their  people  buy  from 
us,  controlling  their  own  market  to  the  point  that  they  are  getting 
billions  of  dollars  more  out  of  our  trade  relationship,  and  they  are 
a  vicious,  ugly  dictatorship  which  still  oppresses  their  people,  and 
this  administration  doesn't  seem  to  care  a  bit  about  that. 

Ms.  Barshefsky.  If  I  can  respond  to  the  economic,  I  think,  por- 
tion of  your  argument,  which  is 

Mr.  Ackerman.  They  have  been  oppressing  their  people  for 
longer  than  17  months,  I  think. 

Mr.  RoHRABACHER.  This  administration  has  changed  its  policy. 

IMPACT  OF  INVESTMENT  FLOWS  ON  BALANCE  OF  TRADE 

Ms.  Barshefsky.  Let  me  respond  to  the  economic  portion  of  your 
argument,  and  others  may  wish  to  respond  as  well.  I  most  as- 
suredly am  not  in  any  respect  attacking  Taiwan  or  Hong  Kong, 
both  of  which  are  important  trading  partners  of  the  United  States, 
both  of  which  we  have  very  strong  relationships  with  far  beyond 
the  economic  zone. 

We  look  forward  to  Taiwan's  accession  to  the  GATT.  We  have 
been  working  very  closely  with  Taiwan  to  effectuate  that  accession, 
but  in  a  manner  also,  as  with  China,  consistent  with  broader  U.S. 
economic  interests. 

All  I  am  saying  is  that,  to  be  sure,  the  Chinese  market  is  highly 
controlled;  closed.  We  are  going  to  focus  and  have  been  focusing  on 
China  and  we  expect  to  see  substantial  results  with  respect  to 
China.  All  of  that  is  true. 

But  it  is  also  true  that  there  has  been  such  an  inflow  of  invest- 
ment into  China,  principally  from  Hong  Kong  and  from  Taiwan, 
that  that  inflow  of  investment  and  the  resulting  exports  generated 
from  China  by  that  investment  will  tend  to  decrease  the  size,  the 
look  of  the  surplus  that  the  United  States  has  with  the  Taiwan  or 
Hong  Kong,  and  to  exacerbate  the  deficit  from  China. 

HUMAN  RIGHTS  AND  ECONOMIC  POLICY 

Mr.  Oilman.  If  I  might  reclaim  my  time. 

I  am  trying  to  say  that  I  don't  understand  the  logic  of  your  tor- 
turous reasoning  of  how  the  Chinese  deficit  has  been  reduced  by 
some  trade  that  Taiwan  and  Hong  Kong  are  utilizing  in  the  Peo- 
ple's Republic  of  China.  The  fact  remains  that  the  deficit  has  been 
increasing  during  this  administration  rather  than  decreasing  with 
all  of  your  efforts.  I  am  wondering,  what  are  we  doing  wrong  to  try 
to  reduce  that  deficit  rather  than  increasing  it? 

I  would  like  to  throw  out  to  the  entire  panel,  where  do  we  place, 
and  to  follow  up  with  Mr.  Rohrabacher's  question  on  morality  and 
ideals  of  our  own  Nation,  where  do  we  place  human  rights  in  all 
of  the  economic  considerations  with  the  Pacific  Rim? 

Are  we  just  shoving  them  aside  and  saying,  let's  take  them  up 
in  another  avenue,  in  another  forum  and  forget  that  momentarily 
because  economics  are  more  important? 

I  throw  that  out  to  the  entire  panel. 
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Mr.  ROHRABACHER.  Or  do  we  just  excuse  it  as  cultural  dif- 
ferences? I  have  heard  nothing  more  insulting  today  than  the  fact 
that  we  can  have  torturers  and  the  people  who  are  committing 
genocide  in  Tibet  be  excused  because  it  is  just  cultural  differences. 

Chairman  Hamilton.  Secretary  Lord. 

Mr.  Lord.  Can  I  respond  to  that? 

First,  I  share  your  impatience  with  anyone  who  puts  up  the  ar- 
gument of  cultural  differences.  We  have  fought  very  hard  for  uni- 
versality of  human  rights,  and  indeed  we  prevailed  in  Vienna  over 
those,  including  China  and  some  others  in  Southeast  Asia  who 
wanted  to  make  these  regional  differences.  So  we  think  there  are 
universal  norms. 

For  example,  to  those  who  say  that  the  yearning  for  freedom  or 
democracy  or  elections  is  a  Western  export,  I  say  tell  that  to  the 
Cambodians  and  tell  it  to  the  Mongolians,  not  to  mention  the  South 
Africans  and  quite  a  few  others  around  the  world.  So  I  fully  share 
your  instinct  on  that  one,  we  have  maintained  a  universality. 

To  answer  the  broader  question,  obviously  we  have  many  goals 
in  foreign  policy:  promoting  our  values,  economics,  and  security, 
some  of  these  new  global  issues  that  have  been  cited.  We  have  a 
more  complex  challenge  now  in  the  wake  of  the  cold  war  of  how 
we  are  to  balance  these  multiple  objectives. 

A  quick  answer  to  your  question  is  that  we  don't  put  economics 
above  human  rights,  but  I  can't  tell  you  that  in  every  case  we  put 
human  rights  above  everything  else  either.  During  the  cold  war,  we 
also  had  multiple  objectives,  but  because  of  our  global  rivalry  with 
a  superpower  with  a  nuclear  dimension,  security  generally  came 
first. 

For  example,  if  the  Secretary  of  Commerce  or  Trade  or  Treasury 
came  to  the  White  House  and  said  that  we  had  a  trade  problem 
with  Japan,  the  Secretary  of  State  and  Defense,  the  Chairman  of 
the  Joint  Chiefs  and  the  National  Security  Adviser  would  have 
said,  get  lost  with  your  silly  economic  problems.  We  have  a  cold 
war.  We  have  an  ally  in  Japan  against  the  Soviet  Union.  We  can't 
have  problems  here. 

Those  days  are  over  and  they  should  be. 

Or  if  we  were  dealing  with  a  repressive  government  during  the 
cold  war,  we  tended  to  go  somewhat  softer  on  them  if  they  were 
anti-Communist.  I  am  not  saying  that  this  was  right  or  wrong.  In 
fact,  in  many  ways,  I  think  it  was  right  because  there  was  a  hier- 
archy of  interests. 

Now,  security  is  still  very  important,  although  it  is  more  in  terms 
of  regional  conflicts  and  proliferation,  but  economics  is  of  rising  im- 
portance, promoting  our  values  is  certainly  important  to  us,  and  it 
is  now  much  harder  to  sort  out  the  hierarchy. 

But  the  quick  answer  to  your  question  is,  of  course  human  rights 
is  important.  Of  course,  we  will  have  to  pursue  it  some  times  in 
different  ways  with  different  countries  depending  on  our  interests, 
but  we  are  not  going  to  have  a  clear  hierarchy  of  one  interest  over 
the  other.  It  is  more  of  a  case-by-case  basis. 

Chairman  Hamilton.  OK 

Mr.  Hormats. 
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ADMINISTRATION  COMMITMENT  TO  OPENING  MARKETS 

Mr.  HORMATS.  I  would  like  to  make  three  quick  points:  One,  on 
the  question  of  whether  this  administration  is  aggressive  on  trade 
policy,  having  been  a  past  Deputy  USTR,  and  having  watched  the 
evolution  of  American  trade  policy  over  the  last  20  years  or  so,  I 
am  persuaded  and  indeed  impressed  that  this  administration  has 
taken  a  very  strong  view  across  the  board  in  opening  up  foreign 
markets.  Charlene  and  her  colleagues  have,  I  think,  done  an  im- 
pressive job.  You  can't  do  this  overnight. 

The  Uruguay  Round,  NAFTA,  what  I  think  will  be  an  expansion 
of  NAFTA,  and  a  lot  of  bilateral  negotiations  are,  I  think,  on  the 
right  track.  These  agreements  don't  achieve  miracles,  but  they  are 
pressing  on  the  right  issues  and  the  right  sectors,  and  I  think  over 
time  they  will  make  progress,  although  we  should  not  expect  that 
progress  is  going  to  lead  to  change  overnight. 

INEVITABILITY  OF  BILATERAL  TRADE  IMBAIv\NCES 

Second,  the  point  about  bilateral  imbalances.  I  think  one  has  to 
look  at  the  question  of  bilateral  imbalances  in  the  following  con- 
text: Countries  have  bilateral  surpluses  with  some  countries  and 
bilateral  deficits  with  others.  We  have  traditionally  had  bilateral 
deficits  with,  for  example,  oil-exporting  countries  because  far  more 
oil  was  exported  to  the  United  States  than  they  could  import  in 
American  goods  in  terms  of  the  dollar  amount. 

With  respect  to  East  Asia,  I  would  just  give  you  one  interesting 
figure.  In  1983,  U.S.  exports  to  East  Asia  were  22.4  percent  of  U.S. 
exports;  in  1993,  they  were  27.1  percent.  So  increases  have  been 
made.  The  growth  in  exports  to  East  Asia  has  been  much  greater 
than  to  any  other  area  of  the  world.  So  progress  is  being  made. 

Again,  it  is  not  automatic  and  it  is  not  overnight,  but  it  is  hap- 
pening. 

PROSPECTS  FOR  STABILIZING  U.S.-CHENA  TRADE  REI^TIONS 

Let  me  just  make  a  specific  point  on  China.  The  Chinese — what 
Charlene,  I  think,  was  saying,  and  it  is  a  correct  point,  is  that 
some  of  the  labor-intensive  industries  that  are  export  oriented,  like 
textiles  or  toys,  that  were  based  in  Taiwan  and  Hong  Kong,  have 
now  been  shifted  to  a  degree  to  China. 

Why?  Because  Chinese  wages  are  somewhat  lower.  So,  whereas 
we  might  have  had  a  large  deficit  in  textiles  with,  say.  Hong  Kong 
5  years  ago,  it  is  smaller  now  and  the  deficit  has  increased  in  that 
sector  with  China,  because  China  produces  those  things  with  lower 
wages. 

There  are  restrictions  on  the  Chinese  economy,  no  doubt  about 
it.  It  is  not  a  perfect  market  economy,  although  over  50  percent  of 
production  is  now  owned  by  the  private  sector. 

China  has  a  trade  deficit  overall.  It  is  not  a  country  with  a  trade 
surplus.  Therefore,  while  the  government  does  play  a  role  in  the 
economy,  as  a  number  of  members  have  pointed  out,  it  has  a  trade 
deficit.  And  over  a  period  of  time,  now  that  the  uncertainty  of  this 
year-to-year  review  of  MFN  has  been  removed,  I  think  there  will 
be  both  more  investment,  American  investment  in  China,  and  a 
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more  stable  set  of  trade  relations  between  American  companies  and 
Chinese  companies. 

Chairman  Hamilton.  OK 

Mr.  Piatt,  were  you  seeking  recognition? 

Mr.  Platt.  Let  me  just  share  with  the  committee  my  own  experi- 
ence on  the  issue. 

Chairman  Hamilton.  Sure,  that  will  be  fine.  Mr.  Platt. 

DRAMATIC  CHANGE  IN  CHINA 

Mr.  Platt.  I  was  in  the  first  U.S.  mission  to  China  in  1973, 
served  in  the  liaison  office  at  that  time,  lived  in  the  country  for 
about  a  year  and  traveled  widely.  Comparing  what  being  in  China 
was  like  then  and  what  it  is  like  now  is  night  and  day. 

What  I  am  trying  to  do  is  to  speak  to  the  question  of  the  relation- 
ship between  economic  development  and  human  rights. 

In  my  view,  the  China  of  today  is  a  much  freer  place  than  it  was 
then.  I  remember,  as  a  person  who  knew  the  language  and  wanted 
to  exchange  views  with  Chinese,  the  only  place  that  you  could  have 
a  conversation  when  you  were  in  Beijing  with  an  ordinary  person 
was  literally  on  a  bicycle.  It  was  the  only  place  that  they  felt  free 
to  talk,  where  they  weren't  being  watched,  where  they  weren't 
being  reported  on. 

Nowadays,  when  you  move  about  in  Shanghai,  Beijing,  Wuhan 
and  other  cities,  it  is  easy  to  strike  up  a  conversation.  And  the 
thing  that  you  notice  is  that  the  people  are  not  only  just  talking 
to  foreigners  and  feeling  that  they  can  do  that,  but  they  are  talking 
to  each  other. 

There  is  disagreement  on  major  issues,  which  is  discussed.  We 
were  talking  about  the  dam,  the  big  dam  at  the  three  gorges.  It  is 
a  very  controversial  issue. 

It  got  through  the  National  Peoples'  Congress  by  a  margin  of  60 
to  40  which,  in  U.S.  congressional  terms,  is  a  great  big  margin,  but 
in  Chinese  terms,  is  a  very  controversial  issue.  And  people  will  tell 
you  exactly  what  they  think  about  that,  and  they  will  go  against 
the  government  policy. 

My  view  is  that  the  economic  development  that  has  occurred  in 
these  20-some  years  of  my  direct  experience  with  that  country  has 
created  a  completely  different  political  environment  than  used  to  be 
the  case.  The  economic — the  human  rights  record  is  far  from  per- 
fect and  it  is  far  from  what  we  would  like  to  see,  but  the  policy  of 
supporting  that  economic  development,  I  think  over  the  long  term, 
will  very  definitely  increase  the  possibilities  of  political  and  human 
freedoms  in  that  country. 

Chairman  Hamilton.  OK. 

Mr.  Hyde. 

CONCERN  OVI<]R  U.S.  MILITARY  STRENGTH  AND  STRATEGY 

Mr.  Hyde.  Thank  you  very  much,  Mr.  Chairman. 

And  thank  you,  Mr.  Smith,  for  letting  me  switch  with  you,  be- 
cause I  do  have  to  leave. 

Mr.  Courtis,  I  am  glad  to  see  you  again.  I  didn't  recognize  you 
earlier.  We  spent  a  very  productive  couple  of  hours  in  Japan  earlier 
this  year  and  it  was  most  instructive. 
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I  am  going  to  address  my  remarks  to  Mr.  Freeman  because  he 
is  from  the  Defense  Department,  and  I  will  preface  them  by  saying 
that  I  have  some  serious  problems  or  misgivings  about  this  admin- 
istration's approach  toward  defense. 

Now,  if  my  reading  of  current  history  is  right,  the  accepted  wis- 
dom or  the  conventional  theology  among  the  deep  thinkers  of  this 
administration,  every  administration  has  their  deep  thinkers,  but 
I  am  referring  to  Mr.  Talbott  and  Mr.  Morton  Halperin  and  the 
others,  the  United  States'  military  strength  and  military  resistance 
in  the  cold  war  prolonged  it;  that  our  deployment  of  intermediate- 
range  nuclear  missiles,  our  development  of  the  SDI,  our  resistance 
evidently  in  Afghanistan  to  the  Soviet  encroachments,  all  of  that 
prolonged  the  cold  war,  because  the  Soviet  system  had,  within  it- 
self, the  seeds  of  its  own  destruction.  It  eventually  collapsed  and 
hooray  for  Gorbachev.  OK,  I  understand  that. 

Are  we  going  to  adopt  that  attitude  toward  North  Korea?  Are  we 
going  to  wait  and  keep  building  down  our  military,  as  we  are  doing 
now?  Totally  gut  the  SDI,  now  called  BMD  barely,  while  this  North 
Korea  rogue  state,  led  by  total  instability  (and  number  two  is  just 
as  unstable  as  number  one)  developing  nuclear  weapons. 

I  think  we  have  got  a  real  problem,  and  it  calls  for  some  military 
strength.  And  I  am  afraid  we  are  not  going  to  have  it  as  we  keep 
moving  in  the  direction  we  are  moving.  We  hear  from  people  not 
any — not  in  the  administration,  talk  about  preemptive  strikes  as 
though  that  is  a  viable  option,  as  though  Seoul,  Korea  is  not  a  real 
problem,  because  it  is  about  36  miles  from  the  North  Korean  bor- 
der. 

We  are  about  to  turn  the  South  Pacific  into  a  nuclear-free  zone. 
Isn't  that  wonderful?  We  will — we  have  to  send  a  certified  copy  of 
the  resolution  to  Pyongyang  so  they  understand  that  they  are  not 
to  drop  any  nuclear  weapons  out  there. 

I  am  just  concerned  that  we  have  got  serious  problems  in  terms 
of  military  strategy.  I  don't  see  our  diplomacy,  I  don't  see  the  fall- 
ing yen  or  the  falling  weakening  dollar  as  important  as  what  do  we 
do  about  North  Korea. 

Now,  I  know  it  involves  diplomatic  legerdemain  with  China  and 
with  Russia  and  with  Japan,  but  we  have  serious  problems,  and  as 
long  as  we  continue  to  eviscerate  our  military  on  the  thesis  that 
the  cold  war  is  over  and  we  can  spend  all  this  money  now  on  social 
programs,  I  think  America  and  the  free  world  and  Asia  certainly 
have  serious  problem.s. 

Mr.  Berman.  Would  you  just  yield  for  one  comment  on  the  initial 
part  of  your  question? 

Mr.  Hyde.  Yes,  indeed. 

Mr.  Herman.  I  have  certainly  heard  of  the  view  you  have  de- 
scribed articulated  as  to  what  prolonged  the  cold  war.  I  have  never 
heard 

Mr.  Hyde.  You  may  have  even  read  it  in  Time  Magazine. 

Mr.  Berman.  I  have  never  heard  Mr.  Halperin  articulate  that 
view.  And  I  actually  remember  reading  a  book  by  Mr.  Talbott 
where  he  was  critical  of  the  left  position  on  INF  negotiations  and 
deployment  of  Pershings  and  cruises. 
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So  maybe  I  am  missing  something,  but  my  recollection  was  dif- 
ferent from  the  gentleman  from  Illinois  as  to  the  specific  people  he 
referenced. 

Mr.  Hyde.  Well,  we  won't  argue  about  that  now,  but  it  will  give 
us  something  to  research  later  on,  you  and  I. 

Mr.  Berman.  Meet  in  the  alley. 

Chairman  Hamilton.  Mr.  Freeman. 

U.S.  MILITARILY  PREPARED  ON  KOREAN  PENINSULA 

Mr.  Freeman.  I  think  from  the  perspective  of  the  Department  of 
Defense,  the  military  stance  which  we  took  during  the  cold  war  and 
the  military  strength  which  we  developed  both  to  deter  war,  and 
to  be  able  to  fight  a  war  if  it  had  occurred,  was  fairly  central  to 
the  collapse  of  the  Soviet  system.  We  take  great  pride  in  our  part 
in  that. 

I  think,  however,  with  regard  to  North  Korea  you  are  absolutely 
correct  that  it  is  a  very  serious  problem.  It  is  one  which  takes  a 
great  deal  of  our  time.  It  has  several  dimensions. 

First,  of  course,  it  has  the  dimension  of  nonproliferation.  That  is 
to  say,  the  North  Korean  nuclear  program  is  a  problem  because  of 
its  implications  for  global  nonproliferation  in  the  region,  and  it  is 
a  problem  because  of  North  Korea's  record  of  reckless  exports  of 
technologies  which  it  has  developed. 

The  second  problem,  however,  is  equally  serious  and  that  is  the 
conventional  balance  and  the  danger  of  surprise  attack  from  North 
Korea  on  the  Korean  Peninsula.  I  want  to  assure  you  that  far  from 
building  down  our  defenses  in  South  Korea,  we  have  heightened 
our  vigilance  and  we  are  investing  heavily  in  ensuring  that  we 
have  what  it  takes  successfully  to  counter  any  North  Korean  mili- 
tary action. 

I  would,  if  I  might,  take  some  issue  with  your  description  of  the 
ballistic  missile  defense  effort  as  inconsequential.  On  the  contrary, 
we  have  an  extremely  active  program  which  will  involve,  we  hope, 
cooperation  with  the  Japanese  and  others  in  the  development  of  a 
theater  high-attitude  antimissile  defense  system.  And  the  scenarios 
for  which  we  are  developing  this  are  precisely  the  two  major  re- 
gional conflicts  which  form  the  basis  of  the  Bottom-Up  Review, 
which  as  Mr.  Oksenberg  noted  earlier,  resulted  in  the  confirmation 
that  we  would  maintain,  roughly,  100,000  troops  in  the  East  Asia 
Pacific  region  in  normal  times. 

I  believe  that  we  must  be  prepared  to  fight  a  war  in  Korea.  I  am 
confident  that  we  are  doing  what  is  necessary  to  fight  such  a  war 
if  it  occurs,  but  I  also  believe  that  diplomatic  solutions  have  not  yet 
been  exhausted.  It  would  be  inappropriate  for  the  United  States  to 
act  precipitously  in  despair  that  diplomacy  could  not  produce  a  so- 
lution. But  I  want  to  assure  you  that  we  are  militarily  prepared 
and  not  building  down,  as  you  suggested. 

Mr.  Hyde.  I  am  partly  reassured. 

I  agree  with  you  on  the  importance  of  the  diplomatic  track.  I  am 
very  concerned  about  preemptive  strikes,  which  I  think  would  lead 
to  a  conflagration  that  is  to  be  avoided  at  all  costs,  but  I  am  very 
concerned  about  the  pace  of  our  building  down.  I  am  very  con- 
cerned about  the  declining  dollars  being  assigned  to  ballistic  mis- 
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sile  defense,  and  so  we  just  disagree  on  that.  But  I  thank  you  for 
your  answer. 

U.S.  DEFENSE  POSTURE  IN  ASIA 

Chairman  HAMILTON.  Secretary  Lord  wanted  to  comment. 

Mr.  Lord.  Yes,  Mr.  Chairman,  I  wanted  to  comment  on  both  our 
defense  posture  in  Asia  and  on  North  Korea.  Whatever  one  thinks 
of  the  overall  defense  budget,  I  will  leave  their  overall  thoughts  on 
the  defense  budget  to  others.  But  I  don't  think  you  can  quarrel 
with  our  defense  approach  to  Asia. 

Mr.  Freeman  has  suggested  that  we  are  maintaining  our  force 
levels  there  at  a  time  when  we  are  drawing  them  down  in  other 
parts  of  the  world  and  here  at  home.  Within  a  year  or  two,  we  will 
have  as  many  forces  in  Asia  as  we  do  in  Europe.  That  is  admittedly 
due  to  European  levels  going  down  rather  than  Asia  going  up,  but 
it  shows  that  we  are  giving  greater  relative  importance  to  Asia. 

Secondly,  we  are  spending  several  billion  dollars  on  fast  ships 
that  can  carry  heavy  equipment  to  reinforce  our  forces  in  Asia.  We 
are  shipping  a  brigade  from  Germany  to  Fort  Lewis,  which  is  in 
Washington.  We  have  also  negotiated  a  series  of  access  agreements 
with  ASEAN  countries  out  there. 

We  have  given  high  priority  in  our  rhetoric  and  in  our  high-level 
meetings,  as  well  as  these  other  steps  I  have  mentioned,  to  our  five 
alliances  out  there.  And  on  the  basis  of  our  alliances  and  on  the 
basis  of  our  military  presence,  we  have  entered  into  security  dia- 
logues incrementally  and  cautiously,  but  in  an  attempt  at  preven- 
tive diplomacy.  I  can  go  into  greater  detail  at  some  time,  but  this 
is  a  new  departure  for  this  administration. 

POLICY  TOWARD  NORTH  KOREA 

With  respect  to  North  Korea,  we  have  been  taking,  and,  as  nec- 
essary, we  will  continue  to  take  very  prudent  military  buildup 
steps.  This  has  been  happening  and  in  close  consultation  with  our 
allies,  I  think  you  can  be  sure  that  will  continue  to  happen. 

The  fact  is  that  we  have  pursued  diplomacy  only  while  we 
thought  the  clock  was  stopped  with  respect  to  Korea's  nuclear  pro- 
gram. Whenever  we  were  in  doubt  about  that,  we  took  the  issue 
to  New  York. 

This  afternoon  we  plan  to  start  consulting  with  the  other  mem- 
bers up  there  on  a  sanctions  resolution.  So  we  are  ready  to  go  that 
route,  and  with  it,  continue  to  build  military  preparedness. 

But  we  do  believe  that  diplomatic  efforts  have  been  justified.  We 
have  made  some  modest  progress,  not  very  much  on  the  key  issues, 
but  we  have  been  building  up  an  international  solidarity  on  this 
question,  which  is  very  important. 

We  cannot  go  faster  in  any  direction  than  that  with  which  our 
South  Korean  friends  feel  comfortable.  We  need  Japan  on  our  side 
and  we  want  to  bring  China  along.  But  above  all,  if  we  do  get  into 
a  confrontation,  which  we  still  hope  to  avoid,  we  have  had  to  have 
demonstrated  to  the  American  people,  as  well  as  the  international 
community,  that  we  got  to  that  point  not  because  of  American  im- 
patience, but  through  North  Korean  intransigence. 
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EDUCATING  THE  PUBLIC  ON  NORTH  KOREAN  THREAT 

Mr.  ACKERMAN.  Mr.  Secretary,  if  I  may  just  on  that  point,  and 
I  think  this  is  ever  so  critical  here.  We  have  heard  from  Mr.  Free- 
man, we  have  heard  from  you  that  the  situation  in  North  Korea, 
despite  our  continued  efforts  at  negotiations,  which  indeed  must 
continue,  and  despite  those  voices  that  we  hear,  sometimes  here, 
sometimes  from  the  other  body,  calhng  for  preemptive  strikes  and 
the  like,  I  think  you  are  on  the  right  course.  But  should  not  the 
President  of  the  United  States  be  saying  the  kinds  of  things  that 
Mr.  Freeman  said,  that  you  are  saying,  that  the  situation  is  indeed 
worsening,  explaining  why  this  is  in  America's  interest,  that  this 
is  a  different  situation  than  some  of  the  others,  that  if  a  decision 
is  made  or  we  are  forced  into  a  conflict,  that  this  is  one  in  which 
the  consequences  are  very,  very  serious,  so  that  the  American  peo- 
ple might  be  prepared,  not  just  our  friends  in  the  U.N.? 

Mr.  Lord.  I  think  this  is  a  fair  point.  And  I  think  the  adminis- 
tration should  and  will  be  doing  a  better  job  of  setting  forth  our 
stakes  on  the  policy. 

IMPACT  OF  REDUCED  DEFENSE  BUDGET  ON  PACIFIC  REGION 

Chairman  Hamilton.  Mr.  Oksenberg  wanted  an  intervention, 
and  I  want  to  move  it  along  as  quickly  as  I  can  because  of  the  num- 
ber of  members  who  have  not  participated. 

Mr.  Oksenberg.  I  wanted  to  return  to  Mr.  Hyde's  intervention, 
which  is  of  concern  to  me  to.  The  question  in  my  mind  is  not  the 
policy  as  revealed  in  the  Bottom-Up  Review,  but  whether  the  ap- 
propriations for  the  Pentagon  will  indeed  enable  it  to  sustain  the 
force  projections  that  the  administration  assures  us  it  will  be  mak- 
ing. And  my  understanding  from  my  conversations  in  Asia  is  that 
this  is  one  of  the  reasons  for  our  credibility  problem.  I  have  been 
reading  about  a  possible  $50  billion  deficit  in  the  Pentagon's  ability 
to  sustain  its  bottom-up  review  projections.  And  I  wonder  the  ex- 
tent to  which,  if  the  anticipated  shortfall  becomes  reality,  how 
much  of  that  will  come  out  of  the  Pacific  budget? 

Chairman  Hamilton.  Mr.  Smith. 

china's  HUTVIAN  rights  RECORD 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

And  I  appreciate  the  comments  by  the  panel.  I  think  they  have 
been  very  enlightening. 

I  do  have  a  question,  and  Mr.  Lord,  Mr.  Secretary,  I  would  like 
if  you  would  address  it  at  least  first. 

You  know,  as  well  as  I  think  everybody  in  this  room,  that  during 
the  Presidential  campaign  18  months  ago,  or  before  then,  President 
Clinton,  or  then  candidate  Clinton,  spoke  very  eloquently  about  the 
need  for  linkage  of  human  rights  with  trade. 

He  took  President  Bush  over  the  coals  on  that  issue,  raked  him 
over  the  coals  over  and  over,  accused  him  of  coddling  dictators  and 
pledged  that  if  he  were  President,  there  would  be  not  only  a  link- 
age, but  the  high  moral  standards  of  human  rights  would  be  ad- 
hered to. 

Last  year,  perhaps  in  part  to  avoid  what  would  have  been  a 
stronger  sanctions  bill  out  of  the  Congress,  or  linkage,  the  Presi- 
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dent  issued  an  executive  order  which  kept  some  things  off  the  table 
that  would  have  probably  been  in  the  bill  and  in  the  law,  and  said 
with  much  fanfare,  a  tremendous  amount  of  publicity,  that  human 
rights  were  indeed  of  high  priority  and  that  unless  there  was  sig- 
nificant progress  in  the  realm  of  human  rights,  MFN  would  not  be 
conferred  for  another  year. 

Taken  at  face  value,  the  President's  very  credibility,  his  very 
honor  was  on  the  line  in  determining,  one,  whether  or  not  progress 
had  been  made  and  that  an  honest  assessment  be  done,  and  then 
to  just  simply  follow  through  with  that  executive  order  as  very 
clearly  articulated  last  year. 

As  we  look  over  the  year — and  you  testified  yourself  before  this 
panel  on  numerous  occasions,  as  did  other  members  of  the  adminis- 
tration, time  and  again  we  would  ask,  has  progress  been  made? 
And  the  sad  but  true  answer  was  that  indeed  no  progress  was 
being  made  in  a  host  of  areas. 

As  a  matter  of  fact,  significant  regression,  as  you  know,  was  oc- 
curring in  a  number  of  areas.  Religious  freedom  has  gotten  worse. 
The  house  church  movement  is  being  crushed.  The  decrees  by  Li 
Peng  issued  in  January  are  orders  to  crack  down  on  the  growing 
Catholic  church  and  house  church,  Protestant  evangelical  church 
movement  in  the  PRC. 

The  use  of  eugenic  laws  is  on  the  rise.  They  have  been  in  a  num- 
ber of  provinces  since  1988  as  part  of  that  despicable,  "one  child 
per  couple  policy,"  which  treats  women  as  chattel. 

It  is  the  most  inhumane  policy,  I  think,  vis-a-vis  women  that  has 
been  unleashed  during  this  year  or  during  this  decade,  where 
women  are  told  that  they  cannot  have  children  and  are  forcibly 
aborted.  And  as  you  know,  that  was  construed  to  be  a  crime 
against  humanity  at  the  Nuremberg  War  Trials,  properly  so. 
Women  should  not  be  forced  to  be  aborted.  And  it  is  happening  rou- 
tinely throughout  the  PRC,  and  it  is  actually  on  the  rise  and  has 
been  according  to  a  number  of  demographers  over  the  last  2  years, 
but  has  gotten  worse  in  the  last  year  as  some  of  those  "birth  quota" 
targets  have  not  been  met. 

But  this  use  of  eugenics,  singling  out  handicapped  children.  Girl 
babies  have  been  singled  out  since  1979  with  impunity,  but  now 
the  handicapped  as  well  have  joined  the  number.  That  has  gotten 
worse. 

This  administration  forks  over  $100  million  over  to  U.N.  FPA, 
which  has  been  found  repeatedly  to  have  a  hand-in-glove  relation- 
ship with  the  PRC,  provides  them  all  of  the  cover  they  could  pos- 
sibly want.  And  yet  now  we  have  this  little  shell  game  of  seg- 
regated accounts,  which  looks  good  but  does  not  do  the  human 
rights  cause  one  iota  of  good. 

We  look  in  the  area  of  prison  labor.  Prison  labor  is — Harry  Wu 
recently  returned  from  a  trip,  as  you  know,  a  number  of  us  met 
with  him. 

He  briefed  us  on  the  findings  of  his  trip,  the  video  that  he  took, 
and  clearly  demonstrating  that  there  are  a  number  of  goods  that 
are  at  least  suspect,  because  we  don't  have  access  to  these  fac- 
tories, in  most  cases,  these  prisons,  but  he  showed  at  least  with 
some  reasonable  certainty  that  indeed  we  should  be  suspicious  of 
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a  number  of  goods  that  are  coming  to  our  shores  that  have  been 
made  in  prison  camps. 

I  asked  people,  part  of  the  Beijing  Chamber  of  Commerce  when 
I  was  there  on  a  human  rights  trip  last  January  at  a  breakfast, 
how  many  had  real  access  to  the  factories  that  are  making  some 
of  these  toys  and  some  of  these  textiles  and  some  of  these  other 
goods,  to  determine  whether  or  not  indeed  political  prisoners  are 
making  and  other  prisoners,  are  making  these  goods  for  export. 

You  know  as  well  as  I,  Mr.  Lord,  we  do  not  have  access.  The 
MOU  is  a  very  flawed  document,  and  I  said  that  during  the  Bush 
administration.  It  is  riddled  with  loopholes,  and  I  would  like  that 
kind  of  deal  if  I  were  the  PRC. 

It  certainly  does  not  ensure  that  we  are  not  receiving — or  the  re- 
cipients of  those  kinds  of  goods — and  when  you  realize  that  the 
trade  deficit  is  $23  billion  in  their  favor  and  our  shores  are  awash 
in  Chinese  goods — and  as  I  think  one  person  mentioned  before,  you 
know,  they  ?iave  shifted  from  Taiwan.  Well,  they  have  shifted 
maybe  from  Taiwan  the  production  of  these  goods  over  to  the  gulag 
where  you  pay  literally  pennies  per  hour  rather  than  more  than 
that. 

My  point  is  this,  Mr.  Secretary;  we  have  seen  a  very  severe  dete- 
rioration in  a  host  of  areas,  religious  freedom.  There  has  been  no 
accounting  of  political  or  religious  prisoners.  If  anything,  they  have 
an  "in-our-face"  type  of  attitude.  When  I  was  there  and  a  Mass  was 
celebrated  with  Bishop  Shu  of  Baoqing  Province,  he  was  arrested 
for  9  days  simply  for  celebrating  a  Mass  with  our  delegation. 

As  you  know,  when  John  Shattuck  went  with  Wai  Shengshong 
and  others,  Wai  Shengshong  was  arrested;  the  leading  dissident 
during  the  democracy  war  period. 

They  are  acting  with  impunity.  They  have  called  our  bluff,  and 
then  what  was  our  response?  And  this  is  what  I  find  so  deplorable. 
It  was  to  delink,  not  even  to  come  up  with  a  token  measure  of  tar- 
geted sanctions  that  would  really  do  something,  but  the  general 
issue  was  delinked,  human  rights  from  trade,  other  than  the  arms 
issue. 

I  know  in  talking  to  a  number  of  Chinese  dissidents  in  this  coun- 
try, there  is  a  sense  of  betrayal.  The  President  said  it,  and  I  know 
there  is  an  intellectual  argument,  George  Bush  tried  to  make  it, 
you  have  made  it,  others  in  the  administration  previous  to  this  one 
made  it,  an  argument  can  be  made  of  empowerment,  that  the 
human  rights  maybe  are  better  if  economic  progress  goes  forward. 

There  are  many  of  us  who  disagree  with  that.  We  disagree  re- 
spectfully, but  this  administration  put  its  cards  on  the  table  and 
said,  this  is  the  standard,  and  then  its  bluff  was  called  and  a  sense 
of  betrayal  indeed  has  set  in. 

The  fact  that  it  was  announced  on  a  get-away  day  from  Congress 
when  every  member  was  either  in  the  process  of  leaving  at  5,  5:30, 
or  so.  The  last  vote  occurred  right  before  that,  and  many  members 
who  wanted  to  join  the  chorus  of  criticism  or  praise  were  on  planes. 
The  timing  of  it  is  certainly  suspect,  leading  this  member  to  again 
question  the  credibility  of  tne  administration. 

The  New  York  Times  and  a  whole  host  of  other  editorials  have 
lashed  out  at  the  administration.  If  you  have  one  position  and  that 
is  what  it  is,  fine,  live  with  it,  defend  it.  But  to  get  all  of  the  acco- 
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lades,  as  the  administration  did  last  year,  and  then  to  capitulate 
when  the  other  side  stands  there  and  folds  its  arms,  as  they  did, 
and  said,  we  don't  care  what  you  think.  Again,  the  people  in  the 
gulag  will  suffer  I  think  even  more  because  of  it. 

CALL  FOR  TARGETED  SANCTIONS 

My  question,  if  a  sanctions  bill  were  to  come  across  the  Presi- 
dent's desk,  a  targeted  sanctions,  the  kind  that  Nancy  Pelosi  and 
Senator  Mitchell  and  many  of  us  have  talked  about  in  the  past, 
which  wouldn't  be  what  I  want.  I  would  want  a  much  stronger  bill, 
but  say  a  very  modest  sanctions  bill  that  targeted  government  in- 
dustries were  to  come  across  the  President's  desk,  would  he  con- 
sider signing  that  legislation?  And  is  this  delinkage  absolute  into 
the  next  year  and  the  year  after  as  this  deterioration  continues  un- 
fortunately in  China? 

Mr.  Lord.  We  will  have  other  opportunities  to  discuss  all  these 
issues.  I  would  be  happy  to  do  it  bilaterally.  I  am  sure  that  there 
will  be  new  testimony  in  the  coming  weeks,  so  I  can't  do  justice  to 
the  full  range  of  questions  you  have  raised,  and  I  am  sure  you 
want  to  cover  some  other  topics. 

I  do  want  to  make  a  couple  of  other  general  points. 

First,  I  will  answer  your  question.  Obviously,  out  of  courtesy,  we 
would  want  to  see  the  legislation  that  Ms.  Pelosi  or  Senator  Mitch- 
ell or  others  may  be  preparing.  Thev  are  very  strong  supporters  of 
the  administration  generally,  as  well  as  its  good  friends. 

Mr.  Smith.  If  the  gentleman  would  yield  briefly.  That  shouldn't 
be  an  issue,  whether  or  not  someone  is  a  friend  or  a  foe  of  the  ad- 
ministration. I  would  be  a  Clintonnite  and  defending  President 
Clinton  to  the  hilt  if  he  would  stand  up  for  this  policy. 

Mr.  Lord.  I  just  wanted  to  say  that  as  a  personal  note  because 
there  is  some  opposition  between  the  administration  and  some  of 
its  best  friends  on  this  issue.  That  is  a  just  personal  comment,  but 
it  underlines  the  need  to  treat  these  people  with  courtesy,  not  to 
mention  the  fact  they  are  leading  Congressmen. 

Having  said  that,  the  President  has  set  forth  a  very  clear  policy. 
He  considered  and  did  not  include  as  part  of  his  policies  targeted 
sanctions  beyond  the  banning  of  munitions  imports  and  continu- 
ation of  Tiananmen  sanctions.  I  don't  want  to  prejudge  the  admin- 
istration's position,  but  I  think  it  is  fair  to  say,  therefore,  that  one 
would  expect  it  to  stand  by  its  policy  and  not  be  in  favor  of  the 
kind  of  measures  you  are  suggesting,  but  we  will  have  to  see  the 
actual  bill. 

POLICY  OF  comprehensive  ENGAGEMENT  TOWARD  CHINA 

More  generally,  Mr.  Chairman,  without  taking  a  lot  of  time  right 
now,  on  the  general  human  rights  approach  of  the  administration, 
I  recognize  the  disagreements  on  this  and  obviously  the  right  of 
these  people  to  disagree. 

I  will,  however,  say  this,  the  President  set  forth  his  rationale  for 
his  policy  in  his  statement  and  Secretary  Christopher  did  what  he 
promised  in  his  report,  namely,  he  did  not  try  to  inflate  or  invent 
progress.  He  made  it  very  clear,  as  did  the  State  Department's 
human  rights  reports,  some  of  the  abuses  that  you  are  talking 
about. 
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The  President  felt  that  the  MFN  poHcy  was  correct  the  past  year. 
The  one  he  crafted  got  wide  support  last  year  from  all  parts  of  the 
spectrum  and  balanced  other  interests  along  with  human  rights, 
but  he  felt  he  carried  it  as  far  as  he  could,  and  we  are  better  off 
now  pursuing  comprehensive  engagement  and  pursuing  human 
rights  through  other  instruments,  which  he  also  outlined,  whether 
it  is  working  with  the  business  community,  international  broad- 
casts, multilateral  organizations,  or  nongovernmental  organiza- 
tions. 

So  it  is  not  a  question  of  downplaying  human  rights.  It  is  a  feel- 
ing by  the  President  that  after  this  past  year  of  making  some 
progress,  but  also  with  many  disappointments,  he  is  switching  to 
a  new  tactical  course,  and  human  rights  will  be  as  important  as 
ever,  but  it  will  be  pursued  in  a  different  way. 

Chairman  Hamilton.  Let  me  proceed  now  to  Mr.  Lantos,  who 
has  been  patiently  waiting  here,  and  then  we  will — it  is  quarter  of 
12.  I  know  that  everybody  has  appointments,  but  several  have  not 
had  an  opportunity  to  speak  up. 

Mr.  Berman  is  next  after  Mr.  Lantos. 

Mr.  Lantos. 

OPPOSITION  TO  MFN  FOR  CHINA 

Mr.  Lantos.  Thank  you  very  much,  Mr.  Chairman. 

I  will  want  to  deal  principally  with  North  Korea,  but  in  view  of 
this  dialogue  on  human  rights,  there  are  a  few  things  that  I  am 
compelled  to  say. 

I  was  appalled  by  Mr.  Piatt's  patronizing  and  dismissive  ap- 
proach to  human  rights  at  the  outset,  when  you  indicated  that  the 
Asian  countries  are  now  pleased  that  these  adjustments  had  been 
made  to  U.S. -Asian  policy  of  recent  weeks,  prior  to  which  they  have 
viewed  our  policy  with  bemusement. 

I  take  it  the  bemusement  related  to  the  issue  that  some  of  us  are 
profoundly  concerned  with,  human  rights,  and  now  the  adjust- 
ments having  been  made,  they  recognize  that  our  errors  have  been 
corrected. 

I  also  find  it  profoundly  hypocritical  that  you  referred  to  a  divi- 
sion within  China  on  some  economic  issues.  Totalitarian  societies 
have  always  had  internal  divisions  on  economic  matters,  like  the 
building  of  a  dam  or  the  not  building  of  a  dam.  This  has  nothing 
to  do  with  the  totalitarian  and  dictatorial  and  suppressive  char- 
acter of  the  regime. 

There  is  no  political  freedom  in  China  and  there  are  no  human 
rights  in  China.  And  I  would  be  less  than  candid  if  I  didn't  say  to 
my  good  Republican  friends  that  the  record  of  this  administration 
could  not  be  worse  than  was  the  record  of  the  Bush  administration. 

So  I  think  it  is  very  important  to  be  candid  and  bipartisan  about 
this  issue.  We  in  the  House  passed  a  human  rights  bills  with  re- 
spect to  China.  The  MFN,  by  a  margin  of  400-plus  to  0,  and  Bush 
vetoed  those  pieces  of  legislation. 

Now,  I  totally  disagree  with  the  President's  action  with  respect 
to  MFN,  and  there  will  be  legislation  here  to  deal  with  that  on  a 
bipartisan  basis  so  that  we  will  at  least  recapture  a  small  portion 
of  the  lost  integrity  and  credibility  on  this  issue  which  we  have 
seen  in  recent  times.  I  know  full  well  that  some  people,  and  some 
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of  them  sitting  at  that  table,  couldn't  care  less  about  human  rights 
if  it  hit  them  in  the  face.  But  there  are  plenty  of  us  in  this  Con- 
gress and  there  are  plenty  of  us  in  this  country  who  feel  deeply  and 
passionately  about  that  issue. 

CLARIFICATION  SOUGHT  ON  NORTH  KOREA  POLICY 

Now,  let  me  move  on  to  Korea.  I  am  asking  first  Secretary  Lord 
to  sort  of  clarify  where  the  administration  stands.  There  is  an 
"Alice  in  Wonderland"  quality  about  the  way  Korea  has  been  han- 
dled in  recent  times.  On  the  one  hand,  perfectly  rational  people  like 
the  National  Security  Adviser  to  the  previous  administration. 
Brent  Scowcroft,  in  today's  Washington  Post,  in  an  article  which  I 
am  sure  all  of  you  have  read,  talks  about  an  imminent  military  cri- 
sis. Without  quoting  the  entire  article,  let  me  just  quote  two  small 
paragraphs. 

This  is  not  a  far  out  lunatic.  This  is  a  highly  responsible  general 
who  for  vears  had  the  highest  national  security  post  in  this  coun- 
try, would  still  have  it  had  the  election  gone  the  other  way.  This 
is  what  Brent  Scowcroft  says: 

"The  time  has  come  for  more  decisive  action.  Specifically,  the 
United  States  must  make  clear  that  whether  Pyongyang  remains 
in  or  withdraws  from  the  NPT,  the  nonproliferation  treaty,  the 
United  States  will  not  permit  North  Korea  to  reprocess  its  spent 
fuel.  We  should  tell  North  Korea  that  it  either  must  permit  contin- 
uous unfettered  IAEA,  International  Atomic  Energy  Agency  mon- 
itoring to  confirm  that  no  further  reprocessing  is  taking  place,  or 
we  will  remove  its  capacity  to  reprocess." 

The  end  of  the  Scowcroft  article  is  equally  clear: 

"We  should  ensure  that  both  our  actions  and  our  words  make 
clear  to  Pyongyang  that  we  will  not  be  intimidated  by  its  threats 
and  we  will  not  be  paralyzed  by  the  possibility  of  war.  On  the  con- 
trary, Pyongyang  must  be  made  to  understand  that  if  war  is  un- 
avoidable, we  would  rather  fight  it  sooner  than  later  when  North 
Korea  might  have  a  sizable  nuclear  arsenal.  Likewise,  it  must  un- 
derstand that  if  war  comes,  it  will  result  in  the  total  defeat  of 
North  Korea  and  the  demise  of  the  Khmer  Rouge  regime.  The 
stakes  could  hardly  be  higher.  The  time  for  temporizing  is  over,". 

Mr.  Secretary,  a  few  days  ago,  one  of  your  colleagues,  the  Assist- 
ant Secretary  in  charge  of  dealing  with  North  Korea,  Mr.  Gallucci, 
was  here,  and  I  pointed  out  to  him  that  in  a  front  page  story,  the 
New  York  Times  indicated  tremendous  differences  between  our  atti- 
tudes, toward  handling  them  and  the  Japanese  and  Chinese  atti- 
tude. He  denied  that  this  was  the  case. 

Apparently  the  Japanese  were  so  concerned  about  this  New  York 
Times  article  that  they  called  him  that  morning  and  he  was  au- 
thorized to  make  a  statement  on  behalf  of  the  Japanese  Govern- 
ment saying  we  are  all  together.  Which  I  found  kind  of  peculiar 
that  an  Assistant  Secretary  of  State  in  our  Government  speaks  for 
the  Japanese  Government.  But  be  that  as  it  may,  that  is  what  hap- 
pened. 

What  has  happened  in  the  last  few  days  has  been  a  backing 
down  by  our  administration,  even  on  the  issue  of  sanctions.  Today 
we  are  told  that  the  North  Koreans  will  be  given  a  breather  so  they 
can  think  over  things.  Mr.  Carter's  visit  maybe  will  help.  We  either 
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are  confronted  with  a  grim  reality  as  outlined  by  Brent  Scowcroft, 
Senator  McCain  and  others,  or  this  is  merely  a  relatively  minor 
secondary  policy  dispute  as  to  what  kind  of  sanctions  resolution,  if 
any,  the  United  Nations  Security  Council  will  pass. 

Can  you  state  for  the  record  the  extent  to  which  this  administra- 
tion considers  the  North  Korea  issue  a  serious  military  danger  to 
the  East  Asian  area?  And  can  you  be  candid,  more  candid  than 
your  colleague  was  a  week  ago  in  this  room,  about  the  degree  to 
which  there  is  cohesion  and  unanimity  between  South  Korea, 
Japan  and  ourselves  in  dealing  with  North  Korea? 

And  finally,  can  you  tell  us  whether  the  Chinese  are  as  coopera- 
tive as  they  ought  to  be  in  view  of  our  having  thrown  in  the  towel 
on  human  rights  on  the  MFN  issue;  are  we  getting  any  benefits  as 
a  result  of  that  disgraceful  backing  down  on  a  matter  of  principle? 

ANALYSIS  OF  NORTH  KOREAN  THREAT 

Mr.  Lord.  There  are  several  parts  of  your  question,  and  I  mean 
this  sincerely,  if  I  leave  any  out,  please  come  back  at  me  because 
I  would  like  to  cover  them  all. 

The  North  Korean  nuclear  challenge  is  a  very  serious  problem  for 
several  reasons:  First,  it  is  an  unpredictable  and  isolated  regime 
and  they  have  shown  in  the  past,  whether  it  is  blowing  up  cabinets 
or  blowing  up  airplanes,  what  they  are  capable  of  So  we  have  to 
take  it  seriously  on  those  grounds. 

Second,  there  is  already  a  serious  conventional  force  risk  across 
the  DMZ,  even  short  of  any  nuclear  challenge. 

Third,  there  is  the  possibility  that  if  North  Korea  develops  nu- 
clear capability  and  ballistic  missile  capability,  that  it  might  sell 
this  to  other  countries,  including  those  in  the  Middle  East.  In  addi- 
tion, there  is  the  impact  on  other  country's  calculations  about  their 
security  if  North  Korea  gets  a  significant  nuclear  capability. 

What  will  this  do  to  the  debate  in  South  Korea  itself;  what  will 
this  do  to  the  debate  in  Japan;  and  what  will  it  do  to  the  general 
stability  in  the  area?  Then  there  is  the  general  impact  on  non- 
proliferation  efforts  around  the  world  as  the  nonproliferation  treaty 
comes  up  for  review  next  year. 

So  for  all  these  reasons,  it  is  obviously  a  very  serious  issue  and 
that  is  the  way  we  are  approaching  it. 

THE  SCOWCROFT  THESIS 

Mr.  Lantos.  May  I  just  stop  you  there.  When  you  say  it  is  a  very 
serious  issue,  do  you  go  as  far  as  General  Scowcroft  does  in  saying 
we  will  remove  North  Korea's  capacity  to  reprocess? 

Mr.  Lord.  Well,  obviously,  I  am  going  to  choose  my  words  care- 
fully. 

Mr.  Lantos.  Well,  I  think  he  chose  his  words  carefully. 

Mr.  Lord.  But  if  you  are  in  the  government,  you  get  even  more 
careful. 

Mr.  Lantos.  Well,  I  don't  know  whether  you  are  more  careful  or 
whether  you  obfuscate.  General  Scowcroft  is  a  highly  respected  in- 
dividual in  this  town.  He  served  as  the  National  Security  Adviser 
for  years,  with  great  distinction  with  the  previous  administration, 
and  he  has  chosen  his  words  very  carefully. 
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Mr.  Lord.  I  respect  him  and  I  respect  his  thesis.  In  fact,  let  me 
spend  a  couple  minutes  on  that  thesis. 

What  he  is  saying  is  that,  in  effect,  right  now  North  Korea  may 
have  one  or  two  bombs.  We  are  not  sure.  The  intelligence  commu- 
nity is  not  sure. 

But  he  is  saying  the  real  danger  is  that  if  they  start  reprocessing 
the  fuel  that  has  been  unloaded  from  the  reactor,  they  could  de- 
velop enough  plutonium  for  several  bombs  each  year. 

And  he  is  saying  we  are  at  a  key  point  now,  particularly  if  the 
inspectors  are  told  to  leave  and  we  are  in  the  dark  about  whether 
in  fact  they  are  reprocessing.  That  is,  they  could  be  going  down  a 
path  to  a  much  greater  danger  than  the  one  we  now  face.  There- 
fore, he  is  saying  we  may  have  to  move  quickly  for  that  reason. 

And  indeed,  there  is  another  dimension,  namely,  that  if  you  have 
a  military  strike,  one  of  the  risks,  of  course,  is  radioactive  fallout. 
However,  if  they  haven't  started  putting  the  fuel  into  the  reprocess- 
ing plant,  this  is  less  of  a  risk  than  after  they  have  started  it.  All 
of  that  for  him  contains  a  great  sense  of  urgency. 

Those  are  the  arguments  for  doing  something.  The  risk  is  that 
you  provoke  not  only  radioactive  fallout,  and  that  you  may  not  get 
all  the  targets  you  wish,  but  also  that  you  could  provoke  a  conven- 
tional war  which  the  United  States  and  its  allies  would  surely  win, 
but  would  surely  be  very  expensive  indeed. 

So  that  is  his  thesis  and  indeed  that  is  part  of  the  major  debate 
we  are  talking  about.  We  are  not  ruling  anything  in  or  anything 
out  in  terms  of  our  future  policies. 

THE  CASE  FOR  SANCTIONS 

We  have  tried  diplomacy.  We  are  prepared  to  go  back  to  it.  We 
are  going  to  continue  to  make  clear  to  North  Korea  that  we  prefer 
to  solve  this  diplomatically.  We  will  continue  to  put  before  them  a 
more  positive  option  than  confrontation. 

Even  as  you  step  up  the  pressure  and  step  up  your  military  pre- 
paredness, you  give  your  potential  adversary  a  way  out.  We  will 
continue  to  do  that  within  the  confines  of  our  objectives  and  the 
international  community's  objectives. 

We  feel,  however,  that  now  is  the  time  to  go  the  sanctions  route, 
though  we  would  genuinely  welcome  a  better  solution  at  this  point 
than  going  for  sanctions.  We  cannot  stand  idly  by  when  they  go 
back  on  inspection  requirements. 

On  the  other  hand,  we  feel  it  is  premature  to  resort  to  military 
action.  Therefore,  we  believe  sanctions  are  the  best  course.  We  are 
not  backing  down  on  sanctions.  We  have  carefully  crafted  an  ap- 
proach which  would  say:  Here  are  certain  sanctions  which  will  kick 
in  after  a  period  of  time. 

So  you  give  North  Korea  one  last  chance,  we  are  talking  a  few 
weeks,  to  respond,  and  if  they  take  further  steps,  present  are  some 
even  tougher  sanctions. 

I  don't  want  to  go  into  detail  in  a  public  session.  We  haven't  had 
a  chance  to  fully  consult  with  all  the  interested  parties  yet.  But  it 
is  a  very  carefully  designed,  and  a  very  firm,  prudent,  deliberate 
approach  to  this  very  dangerous  and  complex  situation. 


36 

Meanwhile,  we  have  been  paying  attention  to  and  will  continue 
to  pay  attention  to  our  military  preparedness.  We  think  that  is  a 
very  sound  policy. 

CONSULTATIONS  WITH  SOUTH  KOREA,  JAPAN  AND  CHINA 

Now,  with  respect  to  the  other  players  about  whom  you  asked, 
we  have  had  the  closest  consultations  you  could  imagine  with 
South  Korea  and  Japan,  in  particular,  over  the  last  year  on  this 
issue.  We,  of  course,  have  had  at  times  some  tactical  disagreements 
about  negotiating  proposals  or  what  the  next  step  is.  But  the  gen- 
eral approach  of  diplomacy,  the  resort  to  sanctions,  or  at  least  U.N. 
action  (if  the  clock  is  not  stopped  to  our  certainty  on  North  Korea's 
nuclear  program),  has  been  fully  endorsed. 

We  have  pursued  this  precisely  to  make  sure  that  there  is  soli- 
darity. South  Korea  and  Japan  have  a  very  direct  interest  in  this. 
My  colleague,  Mr.  Gallucci  was  right,  frankly.  The  newspapers,  at 
least  some  papers,  have  suggested  some  disarray  with  our  friends. 
That  is  incorrect. 

Do  we  agree  on  every  last  detail?  Of  course  not. 

Will  Japan  stand  by  its  obligations?  I  am  convinced  they  will,  as 
will,  of  course.  South  Korea. 

With  respect  to  China,  China  acts  in  its  own  self-interest.  China 
is  not  doing  us  any  favors  if  it  acts  responsibly  on  the  Korean  ques- 
tion, although  we  hope  very  much  it  will.  We  have  worked  closely 
with  China,  as  well  as  Russia  and  our  European  allies.  They  do  not 
wish  to  see  nuclear  weapons  on  that  peninsula,  which  would  be 
closer  to  China  than  to  us.  They  do  not  wish  to  see  the  impact  on 
South  Korea  or  Japan  of  nuclear  weapons  on  that  peninsula. 

On  the  other  hand,  they  don't  like  the  principle  of  sanctions  and 
they  don't  like  to  lean  on  their  friends.  So  they  have  been  urging 
patience.  We  have  demonstrated  patience  and  therefore  we  expect 
China  now  to  go  along  with  us  in  New  York  now  that  we  have  dem- 
onstrated the  patience. 

We  are  working  closely  with  them.  They  clearly  are  not  as  much 
in  lockstep  with  us  as  South  Korea  and  Japan,  but  on  the  whole, 
they  have  been  constructive  with  Pyongyang,  urging  them  to  be 
reasonable. 

Chairman  Hamilton.  Let's  move  on  now  to  Mr.  Herman. 

TIBET 

Mr.  Berman.  Let  me  just  pick  up  on  something  Mr.  Lantos  said 
in  the  beginning,  and  that  is  this  notion  that  we  met  with  the 
Asians  and  they  are  happy  with  our  new  policy.  By  and  large,  the 
people  that  are  being  met  with  are  government  officials,  successful 
owners  and  operators  of  enterprises  in  these  countries,  people  who 
are  focused  on,  very  strictly  on  the  economic  consequences  of  these 
kinds  of  decisions. 

My  guess  is  the  dissident  forces,  the  exiles,  the  people  within  the 
governments  that  are  seeking  to  promote  more  openness  and  more 
democracy  are  not  necessarily  as  pleased  as  some  of  the  folks  that 
are  being  talked  to. 

The  decision  has  been  made  on  the  issue  of  MFN.  I  would  like 
to  focus  on  what  the  administration's  view  will  be  and  what  is  our 
leverage  to  accomplish  our  stated  policies  with  respect  to  Tibet: 
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that  the  human  rights  of  the  Tibetan  people  are  respected;  protec- 
tion of  Tibet's  distinctive  rehgious  and  cultural  heritage;  to  encour- 
age the  Chinese  Government  to  enter  into  substantive  negotiations 
with  the  Dalai  Lama?  What  is  the  strategy?  What  is  the  leverage 
to  implement  that  strategy  now  that  we  have  taken  the  MFN  issue 
out  of  the  equation? 

Mr.  Lord.  I  am  sorry  that  I  am  doing  so  much  of  the  talking. 
I  apologize  to  my  colleagues  here. 

Mr.  Berman.  I  would  like  to  ask  another  question.  I  would  love 
to  know  from  the  economic  people  here  why  they  are  so  persuaded 
that  more  trade  and  more  investment  inherently  will  lead  to  less 
oppression  and  more  openness?  I  would  like  to  know  from  these 
students  of  the  process,  historical  examples  for  these  statements. 
But  that  is  more  to  the  economic  folks.  That  will  bring  other  people 
into  it. 

Mr.  Lord.  To  be  very  honest,  it  is  very  difficult  to  exert  leverage 
on  China  on  the  issue  of  Tibet,  as  it  is  on  some  others,  but  particu- 
larly on  this  question  where  they  consider  Tibet  to  be,  of  course, 
part  of  their  country. 

We  have  given  this  issue  a  very  high  profile.  The  President  has 
met  with  the  Dalai  Lama.  We  have  publicly  urged  negotiations, 
and  discussions  between  the  Dalai  Lama  and  Beijing  as  the  best 
way  to  protect  Tibet's  cultural  and  religious  heritage.  We  have  not 
been  successful.  It  is  one  of  the  areas  in  which  we  have  made  no 
progress  in  the  last  year.  We  are  very  clear  on  that. 

We  will  raise  this  issue  in  resolutions.  We  will  raise  it  in  terms 
of  our  judgment  of  overall  progress  on  human  rights.  The  fact  that 
we  didn't  make  this  kind  of  progress  in  Tibet  and  on  political  pris- 
oners in  some  areas  contributed  to  the  President's  decision  to  main- 
tain other  sanctions  and  to  ban  arms  munitions  imports. 

But  I  would  be  misleading  if  I  assured  you  that  we  have  tremen- 
dous leverage  on  this  question.  Frankly,  we  have  not  been  able  to 
move  them  on  it  with  MFN  linkage.  We  will  continue  to  try  to  do 
it  without  it. 

Mr,  Berman.  Is  it  fair  to  assume,  though,  this  argument  that  we 
keep  hearing  about  greater  economic  contact,  meaning  more  open- 
ness, improvement  of  human  rights,  has  no  applicability  to  Tibet 
because  none  of  our  economic  relationships  involve  that  part  of 
what  China  claims  is  its  sovereign  territory.  Is  that  a  fair  conclu- 
sion? 

Mr.  Lord.  Well,  it  certainly  hasn't  helped  in  Tibet,  obviously. 

Mr.  Berman.  And  there  is  no  prospect  that  economic  contact 
with  China  will  help  in  Tibet,  because  Tibet  has  no  part  of  that 
economic  contact. 

Mr.  Lord.  Well,  it  might  help.  If  there  were  more  information 
getting  in,  more  outsiders  getting  in  there,  that  could  help. 

Mr.  Berman.  That  gets  to  Radio  Free  Asia,  democratization. 

Mr.  Lord.  Radio  Free  Asia,  we  are  going  to  go  ahead  with,  as 
well  as  Voice  of  America. 

Chairman  HAMILTON.  Mr.  Oksenberg  wanted  to  comment. 

Mr.  Oksenberg.  I  would  like  to. 

Chairman  Hamilton.  And  then  Mr.  Courtis. 
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ECONOMIC  DEVELOPMENT  AND  POLITICAL  LIBERALIZATION 

Mr.  Oksenberg.  I  would  like  to  respond  to  your  broader  ques- 
tion. 

It  does  seem  to  me  that  economic  development  need  not  nec- 
essarily lead  to  political  liberalization,  but  without  it,  it  is  much 
less  likely  that  political  liberalization  will  occur.  With  economic  de- 
velopment comes  the  emergence  of  an  urban  middle  class.  With 
economic  development  comes  the  necessity,  eventually,  of  develop- 
ing a  legal  system,  and  in  the  Chinese  case,  economic  development 
has  gone  hand  in  hand  with  an  opening  to  the  outside  world. 

In  many  instances,  economic  development  has  not  proceeded 
with  the  same  openness  to  the  outside  world  that  we  have  seen  in 
the  Chinese  case.  So  it  is  those  three  factors,  the  gradual  develop- 
ment of  a  legal  system,  the  emergence  of  a  professional  middle 
class,  and  the  opening  to  ideas  from  the  outside  world,  that  to  me 
at  least  make  the  case  plausible  that  over  the  long  run,  political 
reform  must  come  to  China. 

Mr.  Lantos.  May  I  just  make  an  observation  on  your  points,  be- 
cause I  think  historically  you  are  not  accurate.  Nazi  Germany  was 
economically  vastly  more  developed  than  China  is  today  and  there 
certainly  were  no  human  rights  and  there  was  no  political  democ- 
racy. And  India,  over  the  years  of  its  independence,  has  had  a  polit- 
ical system  which  is  robust,  viable,  multiparty  with  a  free  press, 
despite  grinding  poverty.  So  we  have,  within  our  own  memory,  ex- 
cellent examples  of  a  very  poor  society  functioning  with  a  demo- 
cratic political  system  and  a  very  highly  developed  society,  like 
Nazi  Germany,  being  repressive  in  all  its  manifestations. 

Mr.  Oksenberg.  You  will  notice  that  I  did  not  cast  this  as  an 
iron  law. 

Mr.  Lantos.  Of  course  not. 

Mr.  Oksenberg.  We  are  speaking  about  tendencies  and  there  are 
always  exceptions  that  can  be  cited. 

Mr.  Lantos.  Those  are  important  exceptions. 

prospects  for  democratization  en  CHINA 

Mr.  Oksenberg.  But  what  I  am  suggesting  is  a  historical  process 
that  is  underway  in  the  Chinese  case. 

Let  me  say  one  other  thing  in  the  Chinese  case.  One  also  could 
cite — as  I  would  anticipate  you  would  be  likely  to  do — the  South  Af- 
rican example,  where  sanctions  worked.  In  the  Chinese  case,  we 
are  not  talking  about  a  nation  that  is  as  vulnerable  to  sanctions 
as  smaller  countries  could  be. 

Let  us  look  at  the  historical  example.  The  United  States,  from 
1949  to  President  Nixon's  historic  opening  to  China  in  1971,  essen- 
tially pursued  a  policy  of  trying  to  isolate  China,  imposing  an  em- 
bargo and  sanctions  against  China.  That  policy  did  not  assist  the 
political  and  social  advancement  of  the  Chinese  people.  That  effort 
ended  in  total  failure  of  American  policy  in  the  Asia  Pacific  region. 

In  my  view,  both  the  human  rights  dimension  and  the  economic 
dimension  therefore  go  hand  in  hand  and  have  to  be  placed  in  a 
broad  historical  and  regional  context.  Nor  am  I  making  a  cultural 
statement  about  China.  Not  at  all.  I  believe  that  the  Chinese  have 
within  them  the  potential  to  develop  a  democratic  system  of  gov- 
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ernment  congruent  with  their  own  cultural  traditions.  But  let  us 
also  remember  that  that  process  in  all  countries  is  a  protracted  one 
and  is  usually  tied  in  with  institutional  development. 

I  welcome  your  remarks  about  India,  but  let  us  remember  that 
in  the  Indian  case,  before  it  became  a  democracy,  under  British 
rule,  there  was  a  prior  development  of  legal  institutions  that  are 
the  underpinnings  in  the  long  run  of  a  democratic  system. 

Mr.  Berman.  Could  I  just  jump  in  there? 

A  legal  svstem  which  essentially  verifies  and  confirms  the  valid- 
ity and  eniorceability  of  commerce  contracts  is  very  different  than 
the  legal  system  which  protects  the  rights  of  individuals  and  mi- 
norities. And  in  and  of  itself,  a  legal  system,  without  the  latter, 
is — I  don't 

Mr.  Oksenberg.  I  agree  with  you.  I  am  just  saying,  again,  we 
are  talking  about  very  complex  historical  processes  that  are  also 
protracted  as  a  review  of  our  own  national  history  entails. 

COMPLEXITY  OF  TIBETAN  SITUATION 

Let  me  answer  your  question  on  Tibet,  which  indicates,  by  the 
way,  the  complexity  of  the  situation.  In  fact,  the  liberalization  of 
China  as  a  total  entity  will  probably  make  some  dimensions  of  the 
Tibetan  situation  more  complex  rather  than  less  complex. 

One  of  the  major  freedoms,  as  we  all  know,  is  the  freedom  to  mi- 
grate, to  move,  a  cherished  American  freedom.  But  we  know  that 
as  control  over  the  population  movement  in  China  is  relaxed,  we 
are  seeing  to  some  extent  the  voluntary  movement  of  Han  Chinese 
into  Tibet.  That  makes  the  addressing  of  the  issues  of  the  Tibetan 
peoples  themselves  and  greater  autonomy  within  their  own  region 
more  complex.  So  we  have  to  note  that  some  of  the  very  dimensions 
of  human  rights  which  we  advance  will  not  necessarily  contribute 
to  the  emergence  of  a  more  autonomous  state. 

Mr.  ROHRABACHER.  Just  for  the  record,  there  is  an  interpretation 
that  is  totally  different  than  what  you  just  presented  to  the  com- 
mittee. There  is  an  interpretation  that  that  movement  into  Tibet 
is  being  planned  by  the  Chinese  Government. 

Mr.  Berman.  That  is  right. 

Mr.  ROHRABACHER.  And  if  you  take  a  look  at  the  repression, 
genocide  that  the  Chinese  Government  is  conducting  upon  the  Ti- 
betan people,  it  would  tend  to  verify  a  malicious  intent  on  the  part 
of  the  Chinese  Government. 

Mr.  Oksenberg.  Don't  put  words  into  my  mouth.  I  did  not  say 
that  there  is  no  involuntary  movement  of  Han  and  government-led 
resettlement.  That  is  also  occurring.  But  it  is  also  true  that  eco- 
nomic— that  tourism  in  Tibet  has  brought  Chinese  from  poor  areas 
of  the  country  in  to  Lhasa. 

Mr.  ROHRABACHER.  Look,  some  of  us  who  are  very  concerned 
about  human  rights,  we  don't  begrudge  people  who  want  to  make 
a  profit,  but  let's  be  frank  with  one  another  and  admit  the  people 
who  want  to  make  a  profit  in  dealing  with  these  despotic  regimes 
are  bending  over  backwards  to  try  to  give  the  best  possible  inter- 
pretation of  all  of  the  actions  of  those  regimes. 

The  fact  is,  some  people  are  tyrants.  They  are  immoral,  they  are 
conducting  themselves  in  a  way  that  is  totally  inconsistent  with  the 
principles  of  what  America  is  supposed  to  be  all  about. 
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Now,  OK,  we  can  accept  in  the  long  run,  maybe  if  there  is  more 
trade,  it  might  improve  things;  but  please  don't  patronize  us,  as  my 
friend  said,  and  try  to  give  us  these  interpretations  which  down- 
play the  brutality  of  these  regimes. 

Mr.  Oksenberg.  I  don't  think  I  did. 

Chairman  Hamilton.  Mr.  Courtis  and  then  Mr.  Piatt.  They  have 
both  been  seeking  recognition. 

Mr.  Courtis. 

PREDICTED  IMPACT  OF  ECONOMIC  LIBERALIZATION 

Mr.  Courtis.  Much  has  been  said  en  this  issue  of  human  rights 
in  general  and  China  in  particular.  But  the  question  of  human 
rights  involves  two  aspects. 

One  are  the  rights  and  liberties  of  individuals  and  the  other  is 
the  rule  of  law.  Although  in  making  any  assessment  we  must  take 
into  account  the  dynamics  of  each  situation,  historically,  it  is  dif- 
ficult to  think  of  any  cases  where  countries  have  put  in  place  and 
sustained  the  rule  of  law  and  strengthened  institutions  to  protect 
individual  rights  and  liberties  where  there  is  a  major  decline  in 
real  income. 

From  this  perspective,  what  do  we  see  in  China  today?  We  see 
a  leadership  that  is  traumatized  by  the  collapse  of  the  state  and 
the  party  in  the  former  Soviet  Union;  we  see  a  state  system  that 
is  imploding  in  on  itself;  we  see  a  leadership  that  realizes  it  has 
little,  if  any,  ideological  legitimacy  left,  that  knows  that  it  can  only 
stay  in  power  if  it  can  control  the  gun  and  deliver  the  goods  to  the 
people  in  the  streets. 

In  urban  China,  17  million  young  people  are  entering  the  labor 
market  every  year.  Another  10  million  are  immigrating,  legally, 
from  the  countryside  to  the  cities  every  year.  So,  we  see  a  leader- 
ship based  on  a  spent  ideology,  and  that  has  become  politically, 
ideologically  and  economically  fragile,  and  its  only  sustainable  out 
economical^  is  to  race  for  the  market  economy,  for  it  is  precisely 
that  part  of  the  economy  that  is  delivering  the  goods. 

This  market  economy  now  represents  more  than  50  percent  of 
the  country's  industrial  production.  The  people  operating  in  that 
part  of  the  economy,  as  it  becomes  stronger  and  stronger,  will  de- 
velop the  political  influence  to  get  what  China  needs  to  sustain  this 
growth,  that  is,  the  rule  of  law,  so  that  these  new  sectors  of  society 
can  continue  in  their  economic  activities,  which  now  the  leadership 
needs  to  develop  desperately. 

It  is  against  this  background  that,  over  time,  it  is  unrealistic  of 
the  present  leadership  to  believe  that  people  can  make  hundreds, 
literally  thousands,  of  individual  decisions  daily  in  their  economic 
activity  and  that  that  behavior  and  resulting  independence  will  not 
slowly  spill  over  into  their  social,  cultural  and  political  behavior.  So 
that  is  the  dynamic  in  which  I  see  that  situation. 

THE  CASE  FOR  LINKING  TRADE  WITH  HUMAN  RIGHTS 

Mr.  Lantos.  If  I  may  make  a  comment  on  what  you  just  said, 
Mr.  Courtis;  you  said  you  cannot  find  examples  wnere  there  is 
growing  political  freedom  while  per  capita  income  declines.  That 
was  your  initial  statement;  was  it  not? 

Mr.  Courtis.  Yes. 
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Mr.  Lantos.  Well,  the  most  obvious  example  clearly,  of  course, 
is  contemporary  Russia,  where  there  has  been  a  very  precipitate 
decline  in  per  capita  income  since  the  arrival  of  some  degree  of  po- 
litical democracy.  You  don't  need  a  more  palpable  example  of  how 
this  can  take  place. 

But  I  think  it  is  important  for  you  to  understand,  as  I  am  sure 
you  do,  that  those  of  us  who  are  committed  to  human  rights,  we 
are  not  arguing  human  rights  at  the  expense  of  declining  per  cap- 
ita income,  and  we  certainly  accept  the  notion  that  in  the  long  run, 
improved  levels  of  living  might  lead  to  a  desire  for  other  kinds  of 
freedom,  but  the  simplistic  and  patronizing  notion  that  improve- 
ments in  the  overall  economy  of  China  will  automatically  lead  to 
democracy  and  freedom  is  simply  absurd.  And  everybody  in  this 
room  knows  that  those  simplistic  assumptions  are  absurd. 

It  is  also  important  to  realize  that  some  of  us  who  favor  linkage 
between  human  rights  and  trade  are  of  the  opinion  that  the  Chi- 
nese leadership  is  rational  and  if  the  Chinese  leadership  had  been 
confronted  with  a  united  front  by  the  United  States,  the  business 
community,  the  government  and  the  Congress,  they  would  have,  in 
fact,  yielded  on  some  of  these  issues. 

They  chose  to  take  an  uncompromising  position  because  they 
knew,  as  everybody  else  in  this  room  knows,  that  we  were  in  dis- 
array, that  the  American  business  community  was  undermining 
our  efforts  to  promote  human  rights,  and  segments  of  our  own  ad- 
ministration, while  the  Secretary  of  State  was  trying  to  push 
human  rights,  were  undermining  the  Secretary  of  State  during  his 
visit  to  China. 

So  let's  not  kid  ourselves.  The  Chinese  won  this  battle  because 
the  Chinese  confronted  disarray,  confusion,  and  even  disloyalty  to 
the  administration's  stated  policies.  Those  are  the  facts.  That  is 
why  this  delinkage  was  so  successful,  because  the  Chinese  had  all 
the  cards  and  we  had  none  of  the  cards  because  we  were  divided. 

PROMOTING  HUMAN  RIGHTS  THROUGH  FREE  ECONOMIES 

Mr.  AcKERMAN  [presiding].  Let  me,  if  I  may,  abuse  the  preroga- 
tives, at  least  temporarily  of  the  Chair,  lest  anybody  think  that  the 
view  from  this  part  of  the  room  is  completely  unanimous  and  uni- 
form. 

There  are  those  of  us  who  believe  that  the  two  issues  of  free 
economies  and  human  rights  are  not  necessarily  mutually  exclu- 
sive, and  indeed,  there  is  some  linkage  between  the  two.  And  there 
is  a  great  deal  of  validity  of  what  is  being  said  all  around  this  table 
and  that  there  are  those  of  us  who,  on  this  side,  the  congressional 
side,  who  are  also  very  fervent  believers,  advocates  and  sometimes 
outspoken  for  the  cause  of  human  rights,  agree  with  some  of  the 
arguments  that  have  been  put  forth  here. 

There  are  those  of  us  who  believe  that  free  economies  are  the 
greatest  incubators  for  free  minds  and  that  capitalism  indeed  is  de- 
mocracy's best  tool,  in  most  instances,  all  around  the  world,  that 
indeed  we  can  cite  case  after  case  where  democracy  does  follow  de- 
signer jeans,  that  democratically  elected  governments  do  not  nec- 
essarily guarantee  the  best  of  human  rights  conditions  in  any  par- 
ticular place  on  the  planet.  Asia  is  one  that  we  speak  about  today. 
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But  indeed,  when  people  in  their  minds  are  allowed  to  be  free, 
when  the  seeds  of  democratic  institutions  are  allowed  to  take  hold, 
not  just  a  free  election — because  we  have  seen  in  places  such  as  Al- 
geria where  free  elections  can  lead  us  down  the  road  from  demo- 
cratically elected  societies,  such  as  in  Germany,  can  turnaround 
and  wind  up  with  a  very  poisonous  system  and  state.  But  in  order 
to  guarantee  democracy  and  human  rights  in  the  long  run,  we 
must  have  firmly  planted  democratic  institutions,  legal  systems, 
things  which  people  can  fall  back  upon,  so  that  regardless  of  what 
regime  may  one  day  blow  into  town,  that  within  the  minds  and 
souls  and  hearts  of  men  and  women,  they  can  overturn  those  op- 
pressors and  fall  back  upon  some  kind  of  principles  which  we  can 
all  salute  and  believe. 

And  certainly  within  the  free  market  economies  that  are  begin- 
ning to  spread  throughout  China  and  other  places,  people  have  the 
ability  to  discuss  with  other  people  who  have  traveled  within  their 
own  country  and  from  the  outside,  to  enter  into  contracts  and  bar- 
gains to  benefit  from  the  labor  of  their  own  hands  and  minds,  to 
keep  something  of  that  in  the  form  of  profit  and  to  develop  a  sense 
of  self-worth  within  a  society  to  make  them  feel  that  they  have  a 
stake  in  their  own  country.  And  indeed,  when  those  things  start 
taking  root  within  any  society,  you  have  the  makings  of  democracy, 
you  have  the  makings  of  human  rights,  because  people  feel  the 
need  to  protect  themselves  against  their  government. 

So  some  of  us  believe  that  these  issues  are  not  necessarily  mutu- 
ally exclusive. 

I  believe  Mr.  Piatt  was  next,  and  then  Mr.  Faleomavaega  who 
has  been  exceptionally  patient. 

ASIAN  CONCERNS  OVER  U.S.  RELATIONS  WITH  JAPAN  AND  CHINA 

Mr.  Platt.  I  just  wanted  to  associate  myself  with  Mr.  Courtis' 
and  Mr.  Oksenberg's  remarks,  and  I  think  also  with  yours,  Mr. 
Chairman. 

I  think  the  historical  record  shows  that  some  governments  that 
were  once  regarded  as  very  authoritarian,  very  oppressive  in  their 
own  times,  for  example,  in  Taiwan  and  in  Korea,  have  changed 
over  the  years.  The  pressures  of  the  free  market  economy  that  were 
set  loose  by  their  own  authoritarian  leaders  resulted  in  the  growth 
of  a  middle  class  which  demanded  a  say,  demanded  more  demo- 
cratic freedom  and  ultimately  got  it.  I  think  the  same  kind  of  proc- 
ess is  at  work  in  other  parts  of  Asia,  including  China. 

We  were  invited  here  today  to  give  our  views  on  what  we 
thought  was  wrong  with  U.S.  policy  toward  Asia  and  what  we 
should  do  to  fix  it,  or  what  our  recommendations  were  to  do  to  fix 
it. 

Let  me  just  reiterate  what  I  said  at  the  outset,  a  perception 
which  is  shared  by  Asians  as  well.  I  started  out  my  remarks  from 
that  particular  angle,  that  the  overall  view,  the  vision  of  U.S.  policy 
in  the  region  and  the  actual  implementation  of  that  vision  are  out 
of  sync.  There  is  a  gap  between  what  we  have  said  we  wanted  to 
do  and  what  we  are  actually  doing. 

I  made  the  comment  that  the  recent  adjustments  in  American 
policy  have  closed  that  gap,  and  I  think  that  that  is  correct.  The 
Asians  that  I  have  talked  to  are  not  fixated  on  human  rights.  They 
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are  fixated  on  the  United  States  doing  a  competent  job  of  handling 
its  relationships  with  the  major  powers  of  Asia. 

For  them,  it  is  a  question  of  the  United  States  being  one  of  the 
major  cornerstones  of  stability  and  progress  in  the  region.  That  has 
been  true  in  the  past.  They  want  it  to  be  true  in  the  future.  And 
underneath  the  criticism  of  various  aspects  of  the  management  of 
our  bilateral  relationships  within  the  region — is  a  malaise  that 
somehow  the  United  States  is  not  going  to  do  a  competent  job  of 
handling  its  major  relationships  with  Japan  and  China. 

As  I  say,  I  think  that  the  malaise  has  been  ameliorated.  But  be- 
neath all  this  is  a  concern  about  Japan  and  China  in  the  region 
and  what  will  happen  vis-a-vis  the  other  countries  of  the  region  if 
the  United  States  does  not  manage  those  relationships  in  a  com- 
petent manner.  My  feeling  is  that  the  way  to  deal  with  the  issue 
overall  is  for  the  administration  to  set  forth  a  set  of  very  clear  prin- 
ciples as  to  how  to  handle  the  region,  what  is  important,  what  is 
not,  and  then  to  live  by  it. 

I  think  that  the  upcoming  APEC  summit  in  November,  which  is 
a  follow  on  to  a  verv  important  initiative  made  by  President  Clin- 
ton last  year,  provides  us  with  a  very  good  opportunity  to  do  that. 
I  hope  that  the  President  himself  will  once  again  weigh  in  with  a 
clear  assessment  of  the  importance  of  the  region  to  U.S.  interests 
and  that  we  will  be  seen  as  being  able  over  time  to  manage  that 
policy  consistently. 

Chairman  Hamilton  [presiding].  Mr.  Faleomavaega. 

NORTH  KOREA 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  put  in  my  2  cents  while  I  have 
this  chance,  to  certainly  welcome  the  members  of  this  distinguished 
panel  and  certainly  with  their  tremendous  amount  of  experience 
and  expertise  in  this  region. 

As  a  follow-up  from  Congressman  Lantos'  question  on  North 
Korea,  this  is  directed  to  Secretary  Lord  and  Secretary  Freeman. 

Somehow  there  is  a  perception  by  some,  perhaps  the  media  and 
even  by  the  members  here,  that  the  administration  tends  to  waffle 
when  it  comes  to  the  real  hard  issues,  Somalia,  Bosnia,  and  the 
question  here  is,  what  happens,  even  if  the  Members  of  the  Secu- 
rity Council  or  the  U.N.  General  Assembly  or  even  some  of  our 
Asian  country  allies,  supposing  they  are  just  as  uncertain  how  to 
deal  with  North  Korea? 

And  I  think  given  the  suggestion  posed  by  General  Scowcroft,  the 
fact  is  the  position  is  quite  specific,  is  decisive  and  leaving  no  doubt 
as  to  what  the  President  should  do  if  we  have  to  come  to  that 
point. 

HUMAN  RIGHTS 

And  I  wanted  to  ask  that  question,  and  also  I  do  not  want  in 
anyway  to  diminish  the  importance  of  the  human  rights  issue.  I 
wanted  to  ask,  what  if  the  administration  is  applying  the  human 
rights  standard  equally  toward  other  countries — it  seems  that  we 
are  picking  on  China  specifically  on  this  human  rights  issue. 

Are  we  doing  this  the  same  with  other  countries  that  also  have 
human  rights  problems? 
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U.S.  INVESTMENT  IN  ASIA 

And  on  the  economics  issue,  the  Department  of  Commerce  issued 
some  interesting  figures,  that  for  the  last  10  years,  our  U.S.  invest- 
ments in  Europe  almost  accounted  for  about  50  percent,  and  yet  in 
Asia  accounted  for  only  about  15  percent,  and  in  our  trade  with  the 
Asian-Pacific  Region  now  I  think  surpasses,  what,  $350  billion. 

Can  you  give  us  some  economic  explanations  as  to  why  this — I 
call  it  "discrepancy."  I  mean,  it  seems  that  our  trade  with  the 
Asian-Pacific  Region  is  almost  twice  as  much  as  with  Europe,  and 
yet  our  investments — almost  50  percent  of  our  total  investment  is 
in  Europe.  So  I  think  those  are  the  three  questions  I  would  like  to 
ask. 

SOUTH  PACIFIC  NUCLEAR-FREE  ZONE 

And  also  Mr.  Freeman,  with  what  my  good  friend,  Congressman 
Hyde  stated  earlier  about,  yes,  I  am  an  advocate  of  hopefully  that 
the  administration  will  accept  the  concept  of  a  South  Pacific  nu- 
clear-free zone. 

I  think  those  of  us  who  come  from  the  Pacific  have  a  very,  very 
sensitive  and  vast  amount  of  experience  when  it  comes  to  nuclear 
detonation,  that  took  place  in  the  Pacific — but  to  the  effect  that  I 
wanted  to  ask  as  a  confirmation  from  Mr.  Freeman:  Do  we  not 
have  currently  the  capacity  to  blow  this  planet  literally  17  times 
over  in  our  capacity  with  the  nuclear  arsenals  that  we  now  have? 

So  are  we  really  kidding  ourselves  as  to  whether  or  not  whoever 
pushes  the  button  doesn't  really — it  is  irrelevant,  because  nobody 
is  going  to  win  it,  whatever  nuclear — hopefully,  that  we  will  never 
get  into  that  phase;  but  I  just  wanted  to  raise  those  questions  with 
the  members  of  the  panel. 

NORTH  KOREA 

Mr.  Freeman.  Let  me  start  briefly  by  addressing  your  point  on 
North  Korea.  I  think  I  can  say  very  simply  that  if,  contrary  to  our 
expectation,  the  United  Nations  Security  Council  proves  unable  to 
act  on  that  issue,  we  are  prepared  to  form  a  coalition  outside  the 
Security  Council  and  pursue  it  because  of  the  seriousness  that  we 
attach  to  that  issue. 

I  have  to  emphasize,  however,  that  we  have  every  reason  to  hope 
and  to  believe  that  the  Security  Council  will  be  able  to  act  on  this 
issue  because  its  members  share  our  view  that  it  is  a  very  serious 
matter,  both  for  the  region  and  indeed  more  broadly  for  the  world. 

TEST  ban  POLICY 

On  the  question  about  nuclear  destructiveness,  I  don't  know 
about  17  times,  but  certainly  we  have  a  very  substantial  stock  of 
nuclear  weapons,  although  we  are  steadily  building  that  down.  And 
the  issue  with  regard  to  the  South  Pacific  nuclear-free  zone  really 
is  not  connected  with  our  weapons  testing. 

As  you  know,  we  have  proposed  a  comprehensive  nuclear  test 
ban  and  are  vigorously  pursuing  that  internationally.  We  have  the 
three  treaties  which  are  at  issue  here  under  very  active  review 
within  the  administration.  And  I  think  that  in  broad  outline,  there 
is  no  significant  difference  with  the  thrust  of  those  treaties,  al- 
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though  there  are  some  questions  about  some  of  their  specific  provi- 
sions which  we  are  looking  at. 

I  think  Mr.  Lord  should  probably  address  the  rest  of  this. 

ROLE  OF  HUMAN  RIGHTS  IN  U.S.  POLICY 

Mr.  Lord.  There  are  some  economic  questions  I  will  let  my  col- 
leagues handle. 

Very  quickly,  on  Korea,  I  have  said  that  this  is  serious.  I  outlined 
our  policy  earlier.  We  will  not  waffle  on  this  and  we  do  think  we 
have  a  good  degree  of  international  cohesion  on  this.  This  is  a  glob- 
al problem  with  North  Korea.  It  is  not  just  the  United  States'  prob- 
lem. 

On  the  question  of  our  human  rights  policy,  we  have  a  global  pol- 
icy on  human  rights.  We  believe  that  it  should  always  be  part  of 
our  approach  to  any  country. 

I  am  not  going  to  strain  your  credulity  by  saying  vou  don't  have 
different  tactics  with  different  countries  and  you  nave  to  weigh 
other  interests,  you  have  to  weigh  the  best  tactic.  But  human 
rights  is  always  part  of  our  policy,  and  it  is  a  reflection  of  our  val- 
ues which  the  American  people  and  Congress,  as  we  have  seen  here 
today,  insist  be  part  of  our  foreign  policy.  It  also  promotes  very 
pragmatic  interests. 

A  freer  society  is  less  apt  to  attack  its  neighbors.  It  will  not 
produce  refugees.  It  will  not  practice  terrorism.  It  is  less  apt  to 
traffick  in  drugs.  It  will  make  better  trading  partners,  et  cetera. 

So  I  think  our  interests  and  our  values  come  together.  That  is 
why  human  rights  is  part  of  our  policy.  But  I  would  agree  it  varies 
from  country  to  country,  to  a  certain  extent.  We  are  not  just  pick- 
ing on  China.  We  made  that  very  clear  to  the  Chinese,  that  we  pro- 
mote human  rights  around  the  world.  We  are  not  just  picking  on 
China,  but  China  is  1.2  billion  people. 

We  saw  Tiananmen  Square  on  television,  so  there  is  a  certain  ur- 
gency about  this.  But  we  apply  it  with  other  countries  as  well. 

I  would  like  to  make  a  quick  argument  about  this  comment  on 
economic  development  and  human  rights.  There  is  one  element 
that  has  been  missed  in  this  debate.  I  don't  think  you  can  develop 
very  long  without  democracy  or  at  least  an  open  society.  How  are 
you  going  to  attract  investment  without  the  rule  of  law?  How  are 
you  going  to  attack  corruption  without  a  free  press?  And  how  are 
you  going  to  debate  complex  economic  ideas  without  freedom  of  ex- 
pression? 

So  for  those  countries  who  think  they  can  have  open  economics 
and  closed  politics  in  an  age  of  information  and  cellular  phones  and 
computers  and  satellites,  I  don't  think  it  can  be  done  for  very  long. 
That  would  be  my  view  in  that  situation. 

But  let  me  turn  to  my  colleagues  for  the  economic  question. 

Chairman  Hamilton.  Mr.  Hormats,  and  then  Mr.  Courtis.  I  want 
to  say  to  our  panel  that  the  end  is  in  sight  here.  We  will  wrap  it 
up  quickly. 

BENEFITS  OF  INCREASED  INVESTMENT  IN  ASIA 

Mr.  HoRMATS.  Thank  you. 

I  would  like  to  address  the  question  about  investment,  because 
I  think  it  does  raise  some  interesting  policy  points. 
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One  reason,  of  course,  for  the  big  increase  in  American  trade 
with  Asia  is  that  the  Asian  countries  have  been  growing  more  rap- 
idly than  the  Europeans,  so  therefore  they  have  been  buying  more 
goods. 

Their  level  of  productivity  has  increased  so  they  are  also  very  ac- 
tive sellers  of  goods,  marketers  of  goods  around  the  world,  so  the 
macro  aspect  is  one  element. 

The  second  is  that  a  very  large  portion  of  our  corporate  sales  to 
Western  Europe  come  from  our  investments  in  Western  Europe.  An 
example  of  that  is  cars.  Ford  has  big  production  facilities  in  Eu- 
rope, GM,  the  same  thing.  Many  of  our  companies  sell  from  their 
production  facilities  in  Europe.  Therefore,  when  you  look  at  the 
profitability  of  American  companies,  a  large  portion  of  their  profits 
come  fi^om  Europe.  For  some  companies,  a  large  portion  of  their 
products  aren't  made  here,  they  are  made  in  factories  in  Europe. 

A  third  point,  though,  which  in  a  way  works  against  that  and 
which  is  very  important  in  terms  of  our  future  relations  in  Asia, 
is  that  an  increasing  amount  of  trade  is  intra-company,  intra-firm 
trade.  One  argument  that  can  be  made,  and  I  think  rather  convinc- 
ingly, is,  the  more  we  are  able  to  invest  in  Japan  and  in  Asia,  we 
will  do  two  things: 

One,  we  will  be  able  to  increase  the  portion  of  American  cor- 
porate profits  which  are  generated  there.  And  second,  intra-com- 
pany trade  will  boost  our  exports  to  Asia  as  we  export  components 
and  technology  from  the  American  parent  to  the  Asian  subsidiary. 

In  Japan,  one  of  the  big  difficulties,  as  you  know,  is  that  Amer- 
ican investment  is  relatively  low  compared  to  American  investment 
in  Europe  for  reasons  of  history. 

PROSPECTS  FOR  POLITICAL  LIBERALIZATION  IN  CHINA 

Let  me  address  one  last  point  that  Win  Lord  made,  which  I  think 
is  a  very  important  one,  on  China.  That  is,  in  a  very  complex  eco- 
nomic environment,  over  a  period  of  time,  there  is  a  inexorable 
drive  toward  a  greater  degree  of  pluralism.  You  can't  run  a  com- 
plex society  without  a  greater  degree  of  diffusion  of  decisionmak- 
ing. 

The  government — no  matter  how  good  a  central  government  is, 
can't  plan  the  individual  decisions  of  a  corporation  in  Changchun 
or  Shanghai  or  Guanzhou.  More  and  more  economic  influence  will 
devolve  from  the  center  to  the  periphery  of  the  economy.  And  the 
more  complex  the  economy,  the  greater  its  contacts  abroad.  Plural- 
ism in  the  Chinese  economy  has  dramatically  increased  as  a  result 
of  increased  trade,  not  only  with  the  United  States,  but  also  with 
other  parts  of  the  world. 

Chinese  business  people  come  to  the  United  States.  American 
business  people  go  to  China.  Students  come  to  the  United  States 
to  study  business,  to  study  physics,  to  study  engineering.  They 
come  back  with  new  ideas  and  contacts.  Those  of  us  who  have  been 
going  to  China  for  a  period  of  time,  dealing  with  the  Chinese  on 
a  business  basis,  see  a  vast  difference  in  the  types,  degree  and  inti- 
macy of  contacts. 

That  leads  to  the  point  about  the  legal  environment,  which  I 
think  is  critically  important.  You  cannot  have  property  rights,  you 
cannot  have  protection  of  intellectual  property,  you  can't  have  in- 
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creased  investment  over  a  period  of  time,  without  a  more  secure 
system  of  protecting  the  rights  of  property,  intellectual  as  well  as 
physical.  Over  a  period  of  time,  this  leads  to  pluralism,  not  from 
one  day  to  the  next,  but  it  is,  in  my  judgment,  a  process  which  is 
historically  very  compelling. 

Mr.  Faleomavaega.  That  is  why  we  have  a  $400  billion  trade 
deficit? 

Chairman  Hamilton.  OK,  we  have  5  minutes  to  go.  The  bells 
have  rung  for  a  vote. 

Mr.  Courtis. 

LOW  LEVEL  OF  U.S.  INVESTMENT  IN  ASIA 

Mr.  Courtis.  Thank  you,  Mr.  Chairman. 

With  regard  to  the  question  of  investment  and  trade,  it  is  the 
case  that  trade  normally  leads  to  more  investment,  which  then 
leads  to  more  trade.  So  the  question  is,  if  East  Asia  is  creating  so 
much  in  new  wealth,  why  are  not  North  American  firms  investing 
as  much  as  others  are  in  the  region?  Look  at  the  numbers. 

For  example,  America  represents  17  percent  of  the  foreign  invest- 
ment in  Indonesia,  18  percent  in  Thailand,  15  percent  in  Malaysia, 
16  percent  in  the  Philippines.  American  firms  have  stopped  invest- 
ing in  Japan,  which  represents  two-thirds  of  the  entire  economy  of 
Asia.  The  devalued  dollar  prices  America  out  of  that  market. 

Further,  and  equally  important,  is  the  Japanese  assets  aren't 
available  to  buy.  Even  during  times  of  great  recession.  So  even 
were  the  U.S.  dollar  strong,  it  would  be  extremely  difficult  to  buy 
Japanese  assets. 

Three,  the  economic  cost  of  entry  to  the  Japanese  market,  the 
competitive  cost  of  entry  is  so  high  that  North  American  companies 
have  begun  to  lose  focus  of  Japan  as  a  strategic  target  and  con- 
centrating on  markets  where  it  seems  to  be  easier.  Yet,  I  submit, 
that  if  America  does  not  reverse  the  flow  and  significantly  increase 
investment  in  Japan,  the  pattern  that  currently  characterizes 
trans-Pacific  relations  is  going  to  continue  and  in  the  long  term 
will  work  to  undermine  U.S.  exports  to  the  entire  region. 

WEAKNESS  IN  ASIA  POLICY 

As  concluding  remarks,  Mr.  Chairman,  I  would  like  to  make 
three  points. 

First  it  is  very  important  that  America  state  clearly,  very  clearly, 
what  its  strategic  objectives  are  in  Asia.  I  am  not  convinced  that 
Asians  clearly  understand  what  America's  objectives  are.  If  they 
are  not  set  out  very  clearly  then  Asia  will  have  to  decide  on  its  own 
what  America's  objectives  are,  and  we  will  end  up  with  the  type  of 
confusion  that  we  have  seen  in  recent  years. 

Second,  Asia  must  be  convinced  of  America's  commitment  to  the 
region  and  convinced  that  America  will  follow  through  on  its  com- 
mitment and  sustain  what  it  takes  to  make  good  on  that  commit- 
ment. 

Third,  policy  toward  the  region  must  be  more  integrated.  It  has 
to  be  integrated  in  terms  of  tne  areas  it  addresses:  Economics,  fi- 
nancial, trade,  technology,  investment,  market  access  and  security 
issues.  But  it  must  also  be  integrated  regionally.  Though  America 
does  have  important  bilateral  relationships  in  the  region,  this  re- 
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gion  is  becoming  integrated  economically,  socially,  and,  to  a  certain 
extent,  also  integrated  in  terms  of  its  political  interests.  The  time, 
therefore,  is  upon  us  when  the  region  requires  an  over-arching  re- 
gional institutionalization. 

Finally,  weakness  and  inconsistency  of  policy  or  purpose  are  nei- 
ther forgiven  nor  forgotten.  In  Asia  credibility  comes  from  strength. 
To  the  extent  that  America  is  seen  to  be  vacillating,  unsteady, 
unconstant  or  inconsistent,  America's  credibility  will  be  under- 
mined and  so  will  its  power  and  position. 

Chairman  Hamilton.  We  will  wrap  up  with  Mr.  Oksenberg. 

THE  ASIAN  PERSPECTIVE  ON  U.S.  POLICY 

Mr.  Oksenberg.  Thank  you. 

Two  points.  I  have,  of  course,  been  struck  by  the  degree,  and  ap- 
propriately so,  that  we  have  focused  on  human  rights  today.  But 
I  think  two  things  have  to  be  said  about  that: 

First,  I  am  convinced  that  the  values  on  which  this  Nation  is 
founded  continue  to  have  enormous  appeal  throughout  Asia.  Let 
there  be  no  doubt  about  it.  But  we  must  also  be  aware  that  our 
own  domestic  transgressions  against  our  own  values  have  eroded 
our  moral  authority  in  the  region,  and  we  have  to  take  into  account 
how  we  look  as  a  nation  at  this  point  to  Asian  countries  that  are 
economically  vibrant,  and  that  in  many  respects  are  solving  some 
of  the  social  problems  that  are  plaguing  us. 

The  second  point  in  the  human  rights  sphere,  it  seems  to  me,  is 
that  on  occasion,  our  pushing  a  human  rights  agenda  raises  ques- 
tions in  Asian  minds,  particularly  leaders'  minds,  as  to  what  our 
purpose  is. 

Do  we  advance  this  agenda  primarily  as  a  stratagem  or  tactic  to 
destabilize  the  governments  involved,  or  do  we  advance  this  agenda 
out  of  the  genuine  effort  on  our  part  to  ensure  a  smooth  and  stable 
transition  to  modernity? 

As  long  as  that  bottom  line  is  not  made  clear,  frequently  our  ad- 
vocacy of  a  human  rights  agenda  is  seen  as  an  effort  on  our  part 
to  slit  the  throats  of  the  people  whose  cooperation  we  need  in  other 
areas,  such  as  nuclear  nonproliferation.  And  so  in  my  view,  as  we 
pursue  a  human  rights  strategy,  as  the  Congress  begins  to  delib- 
erate on  its  reaction  to  the  MFN  decision  of  the  administration,  a 
great  deal  of  thought  has  to  be  given  as  to  what  the  intent  and  bot- 
tom line  of  the  United  States  is.  And  it  becomes  apparent  this 
question  is  related  to  the  approach  on  Korea. 

NORTH  KOREA  DRIVEN  BY  INSTINCT  FOR  SURVIVAL 

We  will  not  elicit  the  support  of  leaders  of  Asian  governments 
who  believe  in  the  end  that  what  we  wish  to  do  is  drive  them  from 
office.  My  own  view  of  the  North  Korean  situation  is  that  in  no 
small  measure,  the  Kim  Il-sung  effort  to  obtain  nuclear  weapons  is 
motivated  by  a  primordial  desire  to  survive.  Bargaining  is  not 
going  to  solve  the  problem  with  him. 

The  issue  is  more  primitive,  and  the  question  is  how  does  he  be- 
come convinced  that  he  has  an  escape  route  to  survival?  He  may 
not  have  one  at  this  point.  That  is  what  makes  it  such  a  dilemma. 
Thank  you. 
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Chairman  Hamilton.  We  have  covered  many  of  the  problems  fac- 
ing U.S.  policy  in  East  Asia  this  morning  with  what  has  been  an 
outstanding  panel. 

We  thank  you  for  your  participation  and  we  stand  adjourned. 

[Whereupon,  at  12:40  p.m.,  the  committee  was  adjourned.] 
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Prepared  Statement  of  Hon.  Winston  Lord,  Assistant  Secretary  for  East 
Asian  and  Pacific  Affairs,  Department  of  State 

U.S.  POLICY  toward  EAST  ASIA 

The  President  has  articulated  his  vision  of  a  New  Pacific  Community.  This  new 
community  envisions  the  active  engagement  of  the  United  States  and  is  one  based 
on  shared  strength,  shared  prosperity  and  shared  commitment  to  democratic  values. 

Principles  and  policy  considerations  underlying  the  New  Pacific  Community  con- 
cept are  as  follows: 

•  No  region  is  more  important  to  United  States  interests.  Asia's  economic  dyna- 
mism, security  challenges,  and  its  relevance  to  global  concerns,  such  as  popu- 
lation, the  environment,  narcotics  traffic,  refugees,  and  the  trends  toward  politi- 
cal freedom,  make  Asia  a  top  priority  in  U.S.  foreign  policy. 

•  The  United  States  must  be  strong  and  secure  at  home  to  be  strong  and  secure 
in  the  world.  U.S.  foreign  policy  in  East  Asia  begins  at  home,  e.g.,  in  reducing 
our  deficit  and  increasing  our  competitiveness. 

•  Asia  is  the  key  to  the  economic  health  of  the  United  States  and  to  the  everyday 
Hves  of  Americans.  It  is  the  most  lucrative  terrain  for  American  jobs  and  ex- 

fiorts. 
n  the  wake  of  the  cold  war,  security  concerns  take  on  new  forms,  i.e.,  prolifera- 
tion and  regional  conflicts. 

•  The  U.S.  military  presence  in  the  region  maintains  stability  and  deters  con- 
flicts. 

•  Our  global  concerns,  such  as  human  rights  and  democracy,  nonproliferation, 
world  population,  environmental  issues,  are  key  to  U.S.  interests  in  the  region 
and  therefore  remain  an  essential  component  of  our  policy. 

•  We  emphasize  multilateral  forums  to  complement  existing  bilateral  relation- 
ships and  to  help  shape  a  Pacific  community  over  the  long  term. 

EFFECTIVENESS  OF  CURRENT  U.S.  POLICY 

The  administration  this  past  year  and  one-half  has  been  successful  in  meeting  its 
initial  challenges  in  East  Asia  and  the  Pacific.  We  raised  the  profile  of  the  region 
in  our  foreign  policy  for  the  American  audience  and  we  convinced  Asians  of  our  de- 
termination to  remain  engaged  in  the  region. 

Highlights  include: 

•  Visits  and  major  speeches  by  the  President,  the  Secretary  and  other  high  level 
officials,  all  promoting  the  President's  vision  of  a  new  Pacific  Community; 

•  The  historic,  first-ever  APEC  leaders  meeting  and  the  strengthening  of  APEC; 

•  Promotion  of  regional  security  dialogues,  such  as  the  ASEAN  Regional  Forum; 
the  Northeast  Asia  dialogue,  and  trilateral  dialogues  with  Japan/Korea  and 
Japan/Russia; 

•  Maintenance  of  our  military  presence; 

•  Delinking  human  rights  from  renewal  of  China's  MFN  status; 

•  Resumption  of  the  Framework  Talks  with  Japan; 

•  Lifting  of  the  embargo  and  agreement  with  Vietnam  on  the  establishment  of  li- 
aison offices; 

•  Staunch  support  for  a  democratic  Cambodia; 

•  Modest  improvement  of  ties  with  Indonesia  and  Malaysia; 

•  Reinforcement  of  our  relations  with  Australia  on  arms  control,  regional  security 
and  APEC;  and 

(51) 


52 

•  Change  in  our  contacts  policy  for  New  Zealand. 

While  there  is  considerable  continuity  in  U.S.  policies  from  those  of  the  previous 
administration,  this  administration  has  elevated  the  priority  of,  and  paid  much 
more  attention  to,  the  Asian-Pacific  region  generally — through,  among  other  things, 
increased  visits  and  speeches  by  the  President,  the  Secretary  of  State  and  other  gov- 
ernment ofTicials. 

The  above  list  suggests  some  of  the  specific  changes.  There  is  more  emphasis  on 
regional  approaches,  i.e.,  the  very  high  priority  given  to  APEC  (including  our  work 
toward  the  nistoric,  first  ever  APEC  leaders  meeting)  and  our  willingness  to  partici- 
pate actively  in  regional  security  dialogues  (such  as  the  ASEAN  Regional  Forum, 
the  North  East  Asia  dialogue,  and  trilateral  dialogues  with  Japan/Korea  and  Japan/ 
Russia).  We  have  also  lifted  the  embargo  and  agreed  to  liaison  offices  with  Vietnam, 
lowered  confrontation  with  Malaysia,  changed  our  contacts  policy  with  New  Zea- 
land. There  has  been  a  more  vigorous  policy  on  human  rights.  We  have  greatly  in- 
tensified our  engagement  at  all  levels  with  China.  And,  we  have  tackled  long  fester- 
ing problems  with  Japan  (trade  deficit)  and  North  Korea  (nuclear  challenge). 

However,  with  the  East  Asians  more  persuaded  of  our  long-term  engagement,  cer- 
tain U.S.  actions  in  the  past  few  months  have  risked  tarnishing  the  positive  image 
of  the  U.S.  in  the  region.  Criticism  focuses  more  on  our  style  and  approach  rather 
than  on  our  goals.  Asians  see  U.S.  policy  as  often  sacrificing  long-term  investments 
in  building  enduring  relationships  for  short-term  gains.  They  cite  such  practices  as 
linking  trade  to  nontrade  objectives  and  some  allege  regional  differences  on  human 
rights. 

A  critical  question  for  countries  in  the  region  is  how  they  define  themselves.  Will 
East  Asia  decide  it  is  East  Asia  alone  or  part  of  a  larger  Asia-Pacific  community? 

Another  key  foreign  policy  challenge  in  East  Asia  and  the  Pacific  is  one  that  faces 
us  globally — against  a  oackdrop  of  shrinking  resources,  how  does  the  U.S.  reconcile 
and  balance  our  sometimes  competing  goals  in  a  post-cold  war  period  where  security 
concerns  no  longer  predominate? 

FUTURE  U.S.  POLICY 

In  response  to  the  above  challenges,  the  United  States  should  consider  the  follow- 
ing: 

•  Reemphasize  our  shared  interests  with  the  Asia-Pacific  region,  rekindling  the 
positive  aspects  of  the  historic  Seattle  conclave.  The  remainder  of  1994  ofi"ers 

food  opportunities  with  the  ARE  in  July  and  the  APEC  meetings  in  November, 
'emper  our  rhetoric  and  work  closely  with  the  Congress  to  reduce  public  expec- 
tations about  quick  fixes  to  what  are  often  structural  problems. 

•  Weigh  more  carefully  the  costs/benefits  of  taking  unilateral  actions  and  consider 
multilateral  alternatives. 

•  Define  more  efiective  means  to  advance  global  agenda  issues  in  an  Asian  con- 
text which  emphasizes  gradualism  and  consensus. 

•  Deal  with  the  East  Asians  as  equals,  asking  and  expecting  them  to  do  their  part 
in  making  the  Pacific  Community  a  reality. 

•  Pay  greater  attention  to  our  style. 

In  recent  weeKS,  we  have  seen  new,  promising  departures  in  American  policy  to- 
ward the  region: 

•  Reengagement  with  Japan  on  negotiations  under  the  Framework  Agreement. 

•  A  new  approach  toward  China,  delinking  MEN  from  human  rights  but  pursuing 
the  latter  vigorously  with  other  instruments  as  part  of  our  comprehensive  en- 
gagement strategy  which  advances  our  multiple  oojectives. 

•  Agreement  with  Vietnam  on  the  nature  of  liaison  offices. 

•  Productive  senior  level  meetings  in  APEC  and  regional  security  dialogues. 

The  wild  cared  for  our  Asian— the  global— policy  is  the  ominous  nuclear  challenge 
from  North  Korea. 
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Prepared  Statement  of  Hon.  Nicholas  Platt,  President,  the  Asia  Society 

1.  HoMT  effective  is  U.S.  policy  toward  East  Asia  across  the  board?  Our  ef- 
fectiveness is  mixed.  President  Clinton  sketched  out  a  positive  vision  of  broad  Amer- 
ican engagement  in  the  region  at  Seattle  in  November  1993,  that  both  defined  and 
served  our  interests  well  and  had  the  general  approval  of  influential  Asians  in  and 
out  of  government.  This  was  contradicted  by  the  subsequent  breakdown  in  our  trade 
talks  with  Japan,  friction  with  China  over  MFN,  the  last  minute  addition  of  workers 
rights  language  to  the  GATT  agreement,  and  trade  pressures  on  Indonesia  over 
labor  practices.  These  problems  nave  been  put  right  for  now,  but  Asians  continue 
to  wonder  if  we  really  know  what  we're  doing.  (This  perception  does  not,  interest- 
ingly, extend  to  policy  toward  North  Korea.  In  a  wide  range  of  conferences  I  have 
attended  from  Hanoi  to  Singapore,  there  has  been  little  criticism  of  our  careful  ef- 
forts to  communicate  with  Pyongyang  in  concert  with  its  Asian  neighbors.) 

The  United  States  remains  the  military  power  of  choice  in  the  region,  the  largest 
trading  partner,  and  the  most  important  political  interlocutor  for  most  of  the  coun- 
tries in  Asia.  The  Asians  want  us  involved,  but  on  their  terms,  of  course.  Our  en- 
gagement makes  it  easier  for  Asians  to  get  along  with  each  other.  We  must  pursue 
our  own  interests,  but  we  would  be  more  effective  if  we  explained  to  ourselves  and 
to  them  what  those  interests  were  and  then  proceeded  on  a  steady  and  consistent 
course. 

2.  What  concerns  you  most  about  current  U.S.  policy  toward  East  Asia? 
The  apparent  lack  of  a  single  point  of  policy  coordination  below  the  President.  There 
has  been  a  sense  of  drift  and  disarray  within  the  government  that  reduces  our  influ- 
ence in  the  region.  I  am  also  worried  that  Americans  underestimate  the  growing 
trade  and  investment  ties  within  Asia,  and  the  potential  reduction  over  time  of  our 
relative  importance.  If  we  do  not  follow  a  carefully  crafted  and  coordinated  policy 
there  is  a  danger  that  we  will  become  increasingly  irrelevant. 

3.  How  should  U.S.  policy  change  to  meet  the  challenges  and  opportuni- 
ties in  East  Asia  in  the  next  decade?  The  President  and  the  Congress  need  to 
agree  upon  and  present  to  the  American  people  an  updated  assessment  of  U.S.  in- 
terests in  Asia.  The  strategic  underpinnings  of  our  position  in  Asia  must  be  a  con- 
structive relationship  with  both  China  and  Japan.  Our  military  presence  must  be 
maintained.  The  role  of  the  private  sector  as  the  engine  of  change  in  the  region 
should  be  recognized  in  the  way  we  manage  our  policy  and  implement  our  meetings. 
(At  APEC,  for  example,  CEOs  should  be  involved  in  substantive  meetings  with 
heads  of  government.)  The  executive  branch  needs  a  center  of  gravity  below  the 
President  to  develop  and  implement  a  consistent  steady  policy.  The  next  10  years 
will  see  explosive  economic  growth  in  the  region.  It  will  also  witness  severe  prob- 
lems and  dislocations.  The  United  States  must  be  ready  for  both. 
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PREPARED    STATEMENT    OF    HON.    CHAS    W.    FREEMAN,    JR.,    ASSISTANT 
SECRETARY,  INTERNATIONAL  AFFAIRS,  DEPARTMENT  OF  DEFENSE 


As  other  witnesses   have   pointed  out.  East   Asia  and  the   Pacific  hold 
tremendous  economic   importance  for  the  US   and  its  allies.      East  Asia  also 
holds   enormous   strategic   significance.      It   remains   an  area  of  immense 
concentration  of  military   power,   including  many   of  the   largest   armies   in 
the  world.     It  is  home  to  five  of  America's  treaty  allies.     American  forces, 
100,000    strong,    support    our    vital   national   interests    and   treaty 
commitments     there. 

East  Asian  alliances  are  critical  to  the  success  of  US  strategy  in  the 
post-Cold  War  era.     The  growing   influence  and  strength  of  our  friends  and 
allies   will  make   it  possible   for  them  to  assume   greater  responsibilities  for 
mutual   security   objectives,   and   strengthen   regional   security.      We   have   a 
stake   in   maintaining   the   alliance   structure  as   a   foundation  of  regional 
stability   and  a  channel   for  US   influence.     Building  more  mature  security 
relationships   with   our   Asian   allies   and   friends   will   promote    long-range 
interests.      We   anticipate   that   there   will   be   new   opponunities   to  discuss 
political,   economic,   environmental,   social,   and   security    issues   through   new 
regional    security    arrangements. 

At  the  same  time,   we  must  realize  that  the  United  States  has  a 
unique   role  to  perform  in  the  region.     The  United  States  has  served  as  the 
regional    balancer  since   World   War   II.      Unincumbered   by   historic    rivalries 
or    longstanding    animosities,    the    United   States    can    simultaneously   maintain 
e.xcellent   relations  with  Japan,  Russia,  China,  Korea,  and  the  all  of  the  states 
of  Southeast  Asia.      No  other  power  can  assume  that  role,  and  we  cannot 
neglect   it.      As   the  balance  of  power  adjusts  following  the  demise  of  the 
Soviet    Union,   how   the    United   States  approaches   East    Asian   security   issues 
will    in    large    measure    determine   whether  challenges   to    regional   security 
are    successfully    met. 

To   respond   to   the   Committee's   request,   I    would    like   to   review   the 
security   challenges    we    see    in   Asia  today. 
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•  Thwarting    North    Korea's   Quest    for   Nuclear   Weaponrv:      North 
Koreas    potential    elevelopment    of    nuclear    weapons    is    the    most    immediate 
threat   to  security   in   Asia.      Kim-II   Sung's   tenacious   resistance  to  full 
inspections   and   his   announced   policy   of  considering    UN   action   to  enforce 
inspections   as   an   act   of   war   makes   this    issue   paramount    for  our   security 
interests   in  Asia  as   well  as  globally.      As  this  Committee  knows,   we  are 
working  closely   with  the   Republic  of  Korea,  Japan,  China  and  Russia,  among 
others,   to   find  diplomatic   means  of  dealing   with  this  problem.      We  are 
discussing   a   sanctions   resolution   with  the   ROK,  Japan  and  the   Perm  Four. 
We   would   e.xpect   that   it   would  be  adopted  quickly.      We  have  no  choice  but 
to   impose  sanctions  because  of  the  failure  of  the  DPRK  to  comply  with 
IAEA    safeguards. 

•  Stopping   Proliferation:      We   are   deeply   concerned  about   the 
potential    for   countries    who   are    advancing   economically    and 
technologically,   to   engage   in   weapons   and   technology   transfers   to   regimes 
in  the   Middle  East  and  South  Asia.     We  seek  to  limit  the  dangers  such 
proliferation    would   pose   for  peace   in   that   important   region.      In   addition   to 
the    immediate   security   threat    it   poses,   North   Korea's   potential 
development   of  nuclear   weapons   creates   the   potential   for   an   even   larger 
and    more    far-reaching    threat:      that   of  driving   other   regional   powers    into 
their   own    development   of   weapons   of  mass    destruction,   thereby 
threatening    to    unravel    the    entire    global    non-proliferation    framework. 

•  Meeting  the   North  Korean  Conventional  Threat:     The   North  Korean 
conventional    threat    to    South    Korea    —    an    increasingly    well-equipped, 
highly    mobile    million   man   army,    two-thirds   of   which    is    concentrated   near 
the    DMZ     -   remains  another  source  of  regional  instability.     Given   the 
uncertainties    surrounding    the    ongoing    political    transition    in    Pyongyang, 
the    US    and    South    Korea  must   be   prepared   for  anything   from    internal 
collapse    to   desperate   aggression   --   contingencies   that   would   have    impact 
not   only   on   the  future   of  the  Korean   Peninsula  but  on  the  security  of  the 
entire    region.      Our   ability  to   influence   developments    in   the    North   is 
limited.      However,   we   can   mfluence   Korea's   evolution   by   foreclosing 
aggressive    options    for   the    North    Korean    leadership    through    our   military 
suppon   of   South    Korea,   and   by   weighing   in   with   other  key    regional   players 
at   critical   points.      A   substantial   military   presence   in   the   Korean   peninsula 
remains    essential    to    play    these    roles. 

•  Strengthening   the   US-Japan   Security    Relationship:      There    is    no 
more    important    bilateral    security    relationship    than    the    one    we    have    with 
Japan.      Our   alliance   with   Japan   is   fundamental   to   both  our   Pacific   security 
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policy   and    our   global    strategic    i->hiectives       From   our   bases   there,    we   deter 
coiitlict,    preserve    US    intluence.    and    position    forces    forward   for   rapid 
response   to   cnses.      US   Security   guarantees   to  Japan   have  made   it   possible 
to   fashion   an   appropriate   division   of  roles   of  missions,    with  Japan   lookmg 
to  the    L'S   (o  maintam   regional  stability   while   it   focuses  on  defense  of  its 
own    territory    and   contributes    excellent    base    facilities    and   generous    host 
nation   support   to   mutual   security    interests.      The   US    presence   allows  Tokyo 
to   continue    to    support   the    three    "no's"--no    nuclear    weapons,    no   power 
projection    forces,   and   no   arms   exports.      Japan's   strong   support   for   non- 
proliferation    policies    reflects    its    strong    commitment    to    forego   arms    exports 
and    nuclear    weapons. 

In    recent    years,    the   overall    relationship   has    been    subjected   to 
considerable   strains,   due   to   imbalances    in   trade   and   a  range   of  bilateral 
economic    issues.      Progress  on  economic   and  technology   issues  is  critical  to 
the    long   term   health   of  the   bilateral  relationship.      All  three  pillars  of  the 
alliance    --   security,   politics,  and  economics   —   must   be  strong   and   in 
balance.      Working  out   our  current   economic   differences   is   important   to   our 
economic    relationship   and   to   the   world's   economy.      Healthy   economic   ties 
will    strengthen    the    alliance's    other   pillars. 

•  Integrating  China  as  a  Responsible  Global  Citizen:     China  has 
emerged    as    the    pre-eminent    regional   military   power  and    is   poised   to 
achieve    parallel   status   on   the   economic    front.      Its   military   buildup, 
especially   additional   funding   for   its   Navy   and  Air  Force,   has  raised 
concerns   in   both   Northeast   and  Southeast   Asia  that  China  is  acquiring   new 
capabilities    that    are   potentially    threatening    to   its   neighbors.      On   the   other 
side   of  the   equation,   the  current  Chinese   leadership   has   sought  to  build 
good   relations   with   its   neighbors  and   with   the   West.      Economic 
modernization   is   China's   principal   objective   for  the   near  future,   but   the 
transition    to    a    post-Deng    leadership    leaves    China's    future   strategic 
direction     uncertain. 

The   great   challenge   for  the   US    and   a  number  of  interested   countries 
is   to   promote   the   responsible   integration   of  China  into  the   Asia-Pacific 
community       This  effort   will   be   a  crucial   factor  in   how   China  ultimately-- 
and    inevitably--makes    its   mark   as   a   global    power.      Our  best  prospects   for 
positively    influencing    its   emergence   as   a   global  power   lie   in  encouraging 
trends    already    under   way    in   China,    such    as   the   movement   toward   a 
market    economy    and    greater    participation    in    the    international    economic 
s\sieni.      Engagement    with   China   across   all    fronts,    including   military 
^(uitacts.   has   the   best  chance  of  ensuring   that   we  achieve  this  objective.      A 
China    ^vith   a  stake   in   the  global   system   would  be  less  likely  to  behave   in 
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aggressive    or    iinpredK  tahle    ways    than    a   China    that    feels    isolated    frcim    the 
world     ctmimunity 

•  Enhancing  our   Relations   with   ASEAN:     The  emergence  of  the 
AssociafKin   ot   Southeast   Asian    Nations   (ASEAN)   as  an   increasingly 
intluential    regional    actor    has    been    an    important    positive    development. 
ASEANs  i^opulation  of  320  million   is  almost  twice  that  of  Japan  and  Korea 
combined.      Southeast    Asia   is   a  region  of  increasing   economic   strength,  and 
by   the   end   ot   the   century,    the   combined  ASEAN  economies  are  predicted  to 
reach   S8()0   billion,  over  $100  billion  larger  than  China.     The   United  States 
shares   an    interest    with    the    ASEAN   countries   in   precluding   Southeast   Asia 
from    becoming    an    area   of   strategic   competition   among    regional   powers. 

We   are   seeking    to   broaden   our  network   of  access   arrangements   in 
lieu   of  permanent   bases   throughout   Southeast   Asia.      These  kinds   of 
agreements    will    facilitate    bilateral    training,    exercises,    and    interoperability, 
thereby   enhancing   our   ability   to   work   with   allies   and   friends   in   crises. 

•  Enhancing   Stability   in   Cambodia:      With   international   support,  and 
strong  participation   in   the   peace  process  by   King  Sihanouk,   the  United 
Nations  enabled  Cambodia  to  elected  a  government.      Since  the   formation  of 
their    government,    Cambodia    has    made    significant    progress    toward 
developing    governing    institutions,   advancing   respect    for   human    rights,   and 
establishing    a    market-oriented    economy.    Despite    these    successes, 
Cambodia    still    faces    serious    reconstruction,    development,   and   security 
challenges    including   a   Khmer   Rouge   insurgency.      The   continued   support  of 
the    international    community,    including    the   United    States,    is    essential   for 
the   survival   of  this   emerging   democracy.      The   United  States   remains 
committed    to    providing    reconstruction    and    rehabilitation    assistance,    and 
non-lethal    humanitarian    assistance    for   the    Cambodian    military,    including 
IMET.   aimed   at   assisting   efforts  to  develop  a  professional  military  that  will 
support    the    development    of    fundamental    democratic    institutions,    provide 
for    national    defense,    and    promote    national    reconstruction    and 
development. 

•  Dealing   with   Competing  Claims  to  the  Spratly   Islands:     There  are 
contested    territorial    claims    in    many    parts   of  the   region,    but   competition   for 
undersea    oil    reserves    surrounding   the    Spratlys    is   one   potential    source   of 
regional    conflict    in   the   near-    to   mid-term   that   could   engage   many   of  the 
regions    nations    and    threaten    passage    through    crucial    sea    lines    that 
tra\erse   the   South   China   Sea.      Regional  efforts  to  lower  tensions   in  the 
SpratKs.    such    a.s    the    Indonesian-sponsored    "workshops"    that    bring 
claimants   together   to    focus   on   areas   of  cooperation,    indicate   the   value   of 
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inulti literal    approaches    to    regional    security    issues    that    are    useful 
complements    to    the    traditional    network    ot    bilateral    alliances. 

•  Reaffirming    the    Continuing    Importance    of  US    Forward   Presence: 
The   presence   of  forward   deployed   US    forces    in   the   region   is  a  powerful 
demonstration    of    American    commitment,    provides    actual    deterrence    and 
psychological    reassurance,    and    serves   as    the    foundation    for   regional 
stability    and    security. 

Asian    leaders    have    been    reassured    by    the    President's    speeches    in 
Tok\ii   and    Seoul,   and   Secretary    Aspin's    announcement   of  the  results  of  the 
Bottom   Up   Review.      From   the   Asian   perspective,   the  Review  was 
highlighted    by    attention    to    rapid    deployment;       modernization    initiatives 
that    include    improvements    in    our   airlift,    sealift,    and    prepositioned   assets 
ensure  that  our  forces  can  deploy  more  quickly  in  a  crisis;     high  leverage 
improvements   in   our   ability   to    locate   and   destroy   enemy   military   assets 
make   those   forces   more   effective;      and   more   capable  battlefield 
surveillance    platforms    and    advanced    munitions    that    will   make   our   earliest 
arriving    forces,    in   particular,    more    potent. 

Military  engagement   in  the  region  is  also  a  function  of  other  forms  of 
defense    cooperation:    personnel    exchanges,    intelligence    sharing,    senior-level 
visits,   conferences,   bilateral  policy   dialogues,    IMET,   pre-positioning,  joint 
exercises,   and   military-to-military   contact.      These   mechanisms   allow   us   to 
demonstrate   our  interest   in   the   region,   and   to   the   extent   we  can  use  them 
to   expand   and   strengthen   our  bilateral   defense   ties,   we   will  be  solidifying 
the   foundation  of  the   regional  security   system.      In  this  connection,  I  would 
like   to   register  the   Administration's   opposition   to  the   language   in   the 
House   version   of  the   Foreign   Operations   bill   that   attempts   to  prohibit 
Indonesia    purchases    of   training. 

•  Recognizing  the   Advantages  of  Alliances:      The  Australia-New 
Zealand-United   States    (ANZUS)   alliance    relationship   will   remain   an 
important    component    of  our   security    architecture    in    the    Pacific,    although 
security    guarantees   to    New   Zealand    are   presently    suspended   because   of 
Neu    Zealand's  failure  to  live  up  to  its  alliance  obligations.     Australia,  with 
whom    we    have    a    broad-based    intelligence    and    strategic    partnership,    is    an 
imponant  pan  of  our  forward  presence  in  the   region.     Our  goal  is  to 
strengthen    this    partnership    and    work    to    remove    obstacles    to    reintegration 
New  Zeakind  as  a  full  partner  in  ANZUS. 

There    is   strong   agreement,    both    within    the    US    and   throughout   East 
.Asia,    that    our   alliances    and    other   bilateral    defense    relationships   are    and 
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must    remain   the   core   of  the   existing   security   stnictiire.      But  there   is   also 
growing    awareness    ot    the    value    of   multilateral    regional    security    initiatives 
as    a    complementary   second    tier    in    an    evolving    regional   security 
env  ironment . 

•   Seizing   the   Opportunities   of  Multilateral  Security  Discussions:      Our 
active    participation    in    multilateral    security    dialogues--foimal,    such    as    the 
ASEAN   Post-Ministerial  Conference,   as   well  as   informal,  such  as  various 
mixed-fora    academic/governmental    conferences--can    help    reaffirm    our 
regional    role    and    address    existing    and    emerging    security    problems    that 
cannot   be   easily   dealt   with   on   a   bilateral    level. 

In    Northeast   Asia,   we   need   to   recognize   that   while  our  bilateral 
security   alliances   with  Japan   and   Korea  remain  the   bedrock  of  our  security, 
opportunities   also   exist   for   multilateral   security   dialogues   at   both   the 
governmental   and   non-official    levels.      There   is   growing   recognition   among 
the  SIX  major  Northeast  Asian  players  (Republic  of  Korea,  DPRK,  United 
States,  Japan,  China,  and  Russia)     that  their  mutual  security  can  be 
enhanced   by    regional    dialogue    and   greater   transparency   in   arms   sales   and 
defense  planning.      At  the  same  time,  it  should  be  recognized  that  the 
region   is   not   ready  for  any   more  sweeping   measures,  such  as  the 
establishment   of  a   regional   security   alliance   or  the  adoption  of  regional 
arms  control  agreements.     The  high  state  of  tension  on  the  Korean 
Peninsula,   the   emerging  political  transition   in  Japan,  the  strains   in  the  US- 
China  relationship  over  M-11   sanctions,  CTB,  human  rights,  and  the  Yin  He, 
and  the  lack  of  political  stability   in  Russia,  all  diminish  the  prospects  for 
major   breakthroughs    in    Northeast    Asian   regional   security   in   the   short 
term. 

Summary 

While  we  no  longer  face  the  hegemonic  Soviet  threat   in  Asia  and  the 
Pacific,    we   still   confront   one   of  the   most   demanding   military   threats   in 
Korea,   as   well   as  a  complex   array   of  reemergent  and  new  challenges. 
Many   of  these   challenges   denve   from   the   coming  transitions   in   key   East 
Asian   states   --  the  outcome   of  which   will  determine  to  a  large  extent  the 
nature   of  the   future   East   Asian   security   environment.      We  also   face  the 
challenge    of   modernizing    the    US-Japanese    relationship,    the    cornerstone    of 
our  security  position  in  East  Asia  and  the  Pacific.     The  stakes  are  such  that 
we    must    pursue    a    strategy    of   strengthening    bilateral    ties    and    encouraging 
imiltilateral    arrangements,    while    investing    the    resources    required    to 
inaintain    our    vital    interests    and    indicate    our   strong    resolve. 
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PREPARED  STATEMENT  OF  OF  HON.  CHARLENE  BARSHEFSKY, 
DEPUTY  U.S.  TRADE  REPRESENTATIVE,  USTR 


Trade  is  central  to  President  Clinton's  vision  of  our  future  in  the  world  for,  in  the 
President's  words,  "Open  and  competitive  commerce  will  enrich  us  as  a  nation."    He  has 
stated  clearly,  and  continues  to  believe,  that  economic  security  is  key  to  our  collective 
security. 

In  \  lew  of  the  RoundTable's  topic,  I  have  focussed  my  statement  on  our  policies  in  the  East 
Asian  region.    Of  course,  we  cannot  ignore  the  critical  importance  of  ensurmg  access  for  our 
exports  to  rwo  of  the  region  $  most  impoitant  markets,  Japan  and  China. 

It  is  important  to  make  clear,  however,  that  the  Clinton  Administration's  trade  policy  toward 
the  region  is  not  a  Japan  or  China  trade  policy.   The  region  is  far  too  economically  diverse 
and  culmrally  rich  to  peiwit  such  a  simplistic  approach.    The  other  countries  of  Asia  are 
economically  significant.    For  example,  ASEAN  collectively  is  our  fourth  largest  trading 
partner,  and  we  expon  40  percent  more  to  the  rest  of  Asia  than  we  do  to  Japan  and  China 
combined. 

East  -'^sia.  Uke  the  United  States,  has  an  enormous  stake  in  an  open  trade  and  investment 
system.    Continued  growth  in  the  economies  of  East  Asia  depends  now,  as  it  has  in  the  past. 
on  access  to  overseas  markets.    The  share  of  the  world's  manufactured  goods  exports  from 
Singapore,  Hong  Kong,  Taiwan,  South  Korea,  Indonesia,  Malaysia,  and  Thailand  jumped  by 
nearly  two-thirds  between  1980  and  1990.    During  the  same  period,  the  figure  for  all 
developing  countries  rose  by  only  one  percentage  point. 

E\  er  since  President  Clinton  took  office,  he  has  taken  action  in  support  of  his  goal  of 
expanding  open  trade  and  in\  estraent.    Just  as  the  Clinton  Administration  has  pursued 
expanded  trade  opportunities  globally  by  successfully  concluding  the  Uruguay  Round 
negotiations,  we  have  not  hesitated  to  pursue  liigher  disciplines  on  a  reciprocal  basis  with 
inais  idual  trading  partners.    The  North  American  Free  Trade  Agreement  is  evidence  of  that 
commitment. 

Vv  e  are  actively  pursuing  bUateral  market-opemng  initiatives  with  virtually  every  trading 
partner  m  tlie  region.    From  Japan  and  China  to  Singapore  and  Australia,  our  agenda  ranges 
from  services  to  standards  to  tariffs  to  intellectual  property  rights.    Our  efforts  to  obtain  fair 
treatment  and  maricet  access  for  U.S.  goods  and  ser\'ices  in  individual  countries  is  a 
cornerstone  of  our  tiade  expansion  efforts. 

Under  President  Clinton,  we  also  are  actively  pursuing  a  supplemental  set  of  initiatives  that 
recogiuze  the  vital  importance  of  U  S.  regional  economic  interests  and  aim  at  putting  in  place 
a  structu!-e  to  expand  trade  and  investment  ties  on  a  regional  basis. 
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A  sisnificiuif  and  innovative  program  was  initiated  in  the  region  in  November  1993,  when 
the  United  States  and  ASE.\N   -  collectively  among  the  most  dynamic  and  forward-looking 
economies  in  East  Asia  --  agreed  to  pursue  the  Alliance  for  Mutual  Growth  (AMG). 

The  .AJvJG  is  a  set  of  specific  programs  that  merge  policy,  commercial  objectives,  and 
financing  opportunities     The  goal  is  to  foster  economic  growth  and  create  jobs.    Under  the 
AMG,  the  United  States  and  ASEAN  will  cooperate  on  trade-related  programs  in  six  areas. 
aiming  at  results  within  a  year    The  six  areas  are:    small  and  medium-sized  enterprises, 
infrastructure,  technology  cooperation,  human  resources,  standards,  and  trade  promotion. 
Whik  working  cooperatively  on  AMG  programs,  we  will  accomplish  many  of  the  trade 
pobcy  objectives  of  the  United  States.    Most  important,  we  will  increase  the  volume  of  trade 
by  reducing  the  many  frictions  and  barriers  standing  in  its  way. 

In  an  even  broader  regional  initiative,  we  are  working  with  the  17  members  of  the  Asia- 
Pacific  Economic  Cooperation  process  (APEC).    U.S.  exports  to  every  APEC  economy  grew 
by  at  least  50  percent  in  the  five  years  from  1987  to  1992.    In  1992,  our  trans-Pacific  trade 
exceeded  our  trans- Atlantic  trade  by  50  percent  and  U.S.  exports  within  APEC  now  account 
for  almost  60  percent  of  U.S.  merchandii.e  exports. 

We  see  APEC  as  a  cornerstone  of  our  shared  commitment  to  expand  trade  and  investment 
throughout  this  region,  and  APEC  has  an  ambitious  work  program.    Practical  progiaiBS,  such 
as  those  m  the  areas  of  customs  procedures  and  technical  standards,  will  reduce  transaction 
costs  for  businesses  in  the  region.    Cooperative  programs  in  human  resource  development 
and  those  on  behalf  of  small  and  medium  business  enteiprises  raise  the  quality  of  human 
capital  in  the  region 

APEC  activiaes  bring  together  officials  from  the  region  in  ways  that  stimulate  collective 
problem  solving  and  create  new  communications  channels.   The  most  stunning  example  was 
the  first  -APEC  Leaders  Meeting,  hosted  by  President  Clinton  in  Seattle  last  year.    At  this 
unprecedented  get-together,  leaders  exchanged  ideas  on  their  visions  for  the  region  in  a 
relaxed,  infonnal  setting  --  representing,  as  they  put  it,  "the  emergence  of  a  new  voice  for 
the  -Asia  Pacific  in  world  affairs. " 

The  process  of  Asia-Pacific  coof>enition  has  accelerated  since  last  November.    Substantive 
meetings  have  taken  place  at  various  levels  and  on  various  topics:    standards,  investment, 
and  customs  officials,  Finance.  Environment,  Trade,  and  Foreign  Ministers;  and 
:icademicians  and  business  people.    Each  has  met  under  APEC  auspices  and  all  are  forging 
the  Links  that  will  accelerate  the  flow  of  goods,  services,  people,  and  ideas  in  the  region. 

Our  trade  policy  toward  East  Asia  is  a  pragmatic,  market-oriented  policy  aimed  at  expanding 
opportumtles  for  U.S.  exporters  and  creating  economic  growth  for  the  benefit  of  ail  countnes 
m  the  region.    The  CUnton  .Administration's  regional  and  bilateral  initiatives  are 
coniplemcniar%-  means  of  achieving  these  objectives. 


62 


Jt 


PREPARED  STATEMENT  OF  MICHEL  OKSENBERG,  PRESIDENT, 

EAST-WEST  CENTER 


I  respond  to  your  leoer  of  May  16tti  requesting  brief  answers  to  three  questions  prior  lo  our  meeting 
June  ISth: 

1.  Rffectivenass  of  emrent  pnlicv:  Clinton  administration  policy  appears  to  be  evolving  in  a 
favorable  ciircciion  in  the  last  two  months,  but  prior  to  that,  the  record  of  the  administration  left  much 
to  be  desired.  In  several  fundamental  respects,  imp(r<ant  and  constructive  policies  were  being 
pursued.  The  bottom-up  review  projected  a  ccntmued,  appropriate  military  presence.  The  completed 
Uruguay  round  and  NAFTA's  passage  --  hut  in  a  form  that  removed  corccins  about  formation  of  a 
regional  trad.'  bloc  --  committed  the  administration  to  defend  a  liberal  international  trading  legime. 
And  the  United  States'  embrace  of  APEC  and  ASEAN  PMC  and  ARF  properly  altered  the  prevbus 
skeptical  stance  toward  multilateral  processes  in  the  region. 

Unfortunately,  all  rhis  was  lost  in  the  mismanagemeni  of  our  key  bilateral  relations  with  China  and 
Japan,  the  moral  arrogance  which  many  Asians  believed  hod  come  to  dominate  America's  Asia 
policy,  and  incoherence  of  the  administration  s  global  strategy.  TTiese  shortcomings  have  been  well 
detailed  m  Win  Lord's  now  public  memo  to  Wanen  Christopher. 

The  Sccieary's  AMa  Society  speech  and  the  Presider.i's  excellent  defense  of  his  MFN  decision  provide 
the  begiiuiings  o:  an  effective  policy.  Wonhy  ovcraJI  objectives  --  at  least  most  of  them  -  have  been 
enunciated,  arid  -^e  have  adopted  a  less  strident  tone  in  resolving  bilateral  issues. 

2.  Mv  greatest  conL-erria:  The  Jack  of  concepraal  clarity.  We  stiU  lack  a  strategv  toward  the 
region.  v»>  lack  a  sense  uf  priorities  among  our  many  objectives  m  the  region,  so  capably  enunciated 
by  Win  Lord  in  his  confirmation  hearings  over  a  year  ago.  We  have  not  asked  how  pursuit  of  these 
objecaves  •-  ?omc  of  which  are  rhetorically  atuactive  and  appeal  to  American  ideals  -  might  acnially 
affect  our  core  interests  in  the  region.  And  above  all.  we  have  neither  matched  our  cods  -  whether 
long  or  shcn  term  —  with  our  capabilities  nor  developed  a  road  map  of  sequenced  moves  to  get  us  from 
here  to  there.  Bluntly,  I  do  not  discein  the  administration'J  answers  to  such  questions  as:  Where  does 
China  fii  t.  our  overall  foreign  policy?  What  prcciscK  do  we  seek  fron:  Beijing  in  the  years  ahead  and 
how  do  \»-  s«ck.  ic  iVtcit  the  desired  behavior?  Vt'hat  balance  of  economic  actions  do  we  seek  from 
Japan  among  ;,ofnewhat  competing  alternatives:  increased  aid  donor,  locomotive  for  world-wide 
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economic  growth;  or  -more  narrowly  --  increased  market  for  US  soods?  Or.  raore  immediatdy.  what 
precisely  has  been  (he  strategy  fordeaimg  with  (he  North  Korean  nuclear  situation? 

!n  concrete  terms,  we  arc  not  paying  enough  aiiennon  to  what  can  go  wrong  in  the  region,  other  than 
North  Korea  and  the  South  Asan  subcontinent.  Widespread  tumioil  in  China.  Taiwan's  desire  for 
gi'caler  intemauonal  recognition.  Hong  Kong,  and  an  arms  race  in  Southeast  Asia  sre  but  four  possible 
difficulties  looming  ahead.  Nor  arc  the  propitious  factors  thai  enabled  the  Asian  econonuc  miDicles  of 
the  past  two  decades  likely  to  be  as  operative  tn  the  coming  decade:  favorable  demographic  profiles:  a 
natural  enviroitmcnt  capable  of  withstanding  rapid  growth;  an  easily  accessible  American  mariiet;  and 
a  benign  China.  And  new,  big  issues  are  crashing  onto  the  Asian  agenda  -  population  migration, 
environmental  degradation,  AIDg,  and  (of  a  different  order)  an  urgent  need  for  mstitutional  and  legal 
development  to  sustain  the  moie  sophisiicated  economies. 

3.  ChAnf  es  in  US  policy:  In  some  respects,  the  key  task  is  not  to  change  the  policy  but  to 

enunciats  it  clearly,  coherently  and  consistenUy :  First,  the  cornerstone  of  American  policy  is  to 
su$taix\  $imul'.aneuu»ly  constructive  telations  wi(h  China  and  Japan.  Second,  a  unified,  effecihely 
govemtd  maialand  China  serves  Ajnerican  inierestE;  efforts  to  isolate  or  destabilize  the  mainland 
harm  us.  At  ike  same  time,  we  must  prepare  ourselves  for  the  complex  challenges  we  will  confront 
from  China's  nse  in  world  affairs.  (These  are  addressed  in  a  recent  Trilateral  Commission  study  I 
authored.)  Third,  our  military  presence  and  deployment  capabilities  are  crucial  io  the  maintenance  of 
a  stable  security  environment.  Fourth,  as  we  contribute  to  the  stability  of  the  region,  we  must  benefit 
eoonornically  from  is  growing  prosperity,  and  this  means  winning  nnarket  shares,  seairing  increased 
market  access,  and  ensuring  these  neo-men:anialis(  economics  transform  themselves  internally  and 
play  responsible  roles  in  the  international  economy   Without  these  adjustments  and  full  American 
parDCipaiion  in  the  region  cconotnically.  a  decade  her.ce  both  Asians  and  Americans  will  conclude  our 
military  will  have  only  served  as  a  mercenary  force.  And  fifth,  the  increasing  interdependence  of  the 
rrgion  r^quixes  an  integrated,  region-wide  strategy,  encouraging  muld-lateral  approaches  to 
alleviaiing  regional  problems  u-hen  possible. 

This  sijmmaf>'  attaches  primacy  to  the  Jan»nese  and  Chinese  relationships  and  to  the  politico-military 
and  economic  issues.  To  handle  ihese  well  requires  the  cultivation  of  personal  relations  with  Asian 
leaders,  a  crucial  aspect  of  all  the  varied  cultures  in  the  region.  The  need  is  all  the  more  necessary 
because  of  the  generational  change  in  political  eLtes  now  underway. 

Or.s  final  noie:  esiabl.shing  full  diplomnuc  relations  with  Vietnam,  recognizing  North  Korea  upon 
assurance  that  it  is  not  and  will  not  become  a  nuclear  power,  and  according  Taiwan  a  stature 
cummeniurate  with  its  economic  and  political  stature  merit  vigorous  pursuit  as  part  of  our  strategic 
cffcn  10  Iraw  all  nations  into  (he  emerging  Pxific  community.  Those  who  are  not  included,  whether 
by  thtiT  choice  or  ours,  are  likely  to  pose  the  greatest  problems. 
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The  Rise  of  China:  Challenge  to  American  Foreign  Policy 

Prepared    for    che   Syrr.pcsiu.Ti  on    "Pose-Cold  War   Security 
Sicuacion    in   the  Asia-Pacific   and   its    Prospects" 

May    11-13,     1994 

Sponsors :      China   Cencre    for   Incernational    Studies 
Co-Sponsors :    China   Inscicuce  of  Incernacional    Strategic 
Studies   and  Chinese   People's    Institute   of  Foreign  Affairs 


Twenty-five  years  ago,  a  new  administration  had  just  taken  office  in  Washington. 
The  recently  inaugurated  President  Richard  Milhous  Nixon  harbored  secret  thoughts  about 
forging  a  new  Amcncan  policy  toward  China. 

Glimpses  of  that  policy  were  evident  in  an  article  he  had  published  in  Foreign 
Affairs  that  previous  fall.  Earlier  in  his  career,  Nixon  pilloried  Americans  who  advocated 
a  construcnvc  Amencan  posture  toward  China.  But  during  his  years  in  the  political 
wilderness  from  1951  to  1968.  Nixon  had  traveled  widely.  Years  later,  he  disclosed  that 
his  meetmg  with  Charles  De  Gaulle  in  1964  had  a  particularly  searing  effect  on  him.  De 
Gaulle  soessed  the  strategic  and  historical  significance  of  China's  rise. 

In  1969,  the  United  States  was  bogged  down  in  Vietnam,  and  Mao  Zedong  had 
unleashed  the  forces  of  the  Cultural  Revolution.  China  and  the  Soviet  Union  were 
engaged  in  fierce  border  clashes.  Many  thought  war  between  those  two  nuclear  powers 
was  imminent  China  was  isolated  in  world  affairs,  except  for  its  Albanian,  Vietnamese, 
and  Nonh  Korean  allies  and  its  Maoist  revolutionary  supporters  in  various  countries. 
Contact  between  the  United  States  and  China  basically  did  not  exisL 

A  generation  has  passed  since  the  new  President  and  his  then  relatively  unknown 
Nanonal  Secunty  Adviser  Henry  Kissinger  plotted  the  American  opening  to  China.  To  be 
sure,  .N'ixon  and  Kissinger  saw  the  tactical  advantages  to  be  delivered  from  their 
diplomatic  ininanve  toward  Beijing.  Were  the  tactical  gains  lacking,  they  could  not  have 
pursued  their  initiative.  But  their  underlying  motivation  was  rooted  in  a  more  profound 
strategic  analysis  and  historical  comprehension  of  world  affairs.  Above  all,  they  realized 
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the  dangers  that  an  isolated,  politically  chaotic,  xenophobic  China  posed  to  the  world.  By 
placing  their  opening  to  China  in  a  strategic  and  historic  context,  they  were  able  to 
galvanize  suppon  for  their  policies  at  home  and  elicit  respect  and  understanding  from  their 
Chinese  counterparts. 

Nixon's  China  opening  was  sustained  by  Gerald  Ford,  consolidated  and  expanded 
by  Jimmy  Caner,  nurtured  by  Ronald  Reagan,  and  defended  by  George  Bush.  The 
opening  survived  and  grew  despite  numerous  difficult  episodes  and  challenges:  American 
arms  sales  to  Taiwan;  ideological  campaigns  in  China  against  bourgeois  liberalism;  the 
defection  of  tennis  star  Hu  Na;  impediments  to  technology  transfers  to  China;  disruptive 
surges  of  Chinese  exports  to  the  United  States;  American  pressure  to  secure  a  firm 
Chinese  response  to  various  international  issues  —  the  Soviet  invasion  of  Afghanistan,  the 
Iraqi  invasion  of  Kuwait,  the  Cambodian  peace  process;  Chinese  policies  and  practices  on 
dissemination  of  weapons  of  mass  destruction;  and  the  June  4th  tragedy. 

A  review  of  the  past  25  years  reveals  that  at  no  time  has  the  new  Sino-American 
relationship  been  untroubled.  The  transitory  difficulties  were  surmounted  because  leaders 
on  both  sides  summoned  the  requisite  will,  often  in  breathless,  cliff-hanging  fashion.  Sino- 
American  relations  have  had  a  tenuous  or  fragile  quality  throughout  the  past  25  years. 

Despite  all  that  has  been  accomplished,  despite  the  enormous  benefits  that 
constructive  Sino-American  relations  have  bestowed  on  both  nations  in  the  past  two 
decades,  today  we  find  ourselves  once  again  at  a  cross-roads.  Once  again,  the  relationship 
seems  imperiled.  Will  the  new  administration  demonstrate  the  agility  to  continue  MFN  for 
China  —  a  cornerstone  of  the  Sino-American  relationship  —  while  remaining  true  to  its 
commitments  to  advance  America's  human  rights  agenda?  Will  the  Chinese  government 
join  hands  with  this  administration  in  order  to  form  a  more  enduring  base  for  our 
relationship? 

At  a  deeper  level  of  questioning,  why  are  we  at  this  seeming  impasse?  Some 
people  argue  that  the  collapse  of  the  Soviet  Union  explains  the  current  difficulties  in  Sino- 
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American  relations.  Without  the  threat  of  Soviet  expansionism,  both  Washington  and 
Beijing  have  less  incentive  to  resolve  their  differences.  The  relationship  supposedly  has 
less  strategic  value  in  the  post  Cold  War  world. 

I  disagree  with  this  argument  on  several  grounds.  First,  the  relationship  continues 
to  serve  the  fundamental  interests  of  both  countries.  The  partnership  among  Japan,  China, 
and  the  United  States  --  the  simultaneously  good  relations  that  Tokyo,  Beijing,  and 
Washington  have  with  one  another  --  provides  the  underpinnings  for  a  tranquil  and 
prosperous  Asia-Pacific  region.  Moreover,  the  integration  of  China  into  the  world 
community  greatly  alleviates  tensions  between  the  developed  North  and  developing  South. 
A  generation  ago,  thoughtful  observers  of  world  affairs  believed  that  the  greatest  long 
term  threat  to  peace  was  the  gap  between  the  rich  and  the  poor  nations  of  the  world. 
China's  rapid  economic  growth  and  its  inclusion  in  the  councils  of  nations  blurred  the  gap 
between  the  Nonh  and  South.  Continuation  of  that  process  contributes  to  world  peace  ~ 
and  American  security. 

Attributing  current  Sino-American  tensions  to  China's  lessened  strategic  value 
seems  misplaced  for  another  reason.  As  I  already  noted,  the  Sino-American  relationship 
encountered  persistent  problems  from  1972  to  1988,  during  the  days  of  Soviet 
expansionism.  Indeed,  we  must  confront  a  deeper  reality:  Sino-American  relations  have 
rarely  gone  smoothly. 

Memones  of  this  relationship  are  encrusted  in  a  romanticism  that  cloaks  its 
underlying  dynamics.  Each  side  harbors  illusions  about  the  good  will  and  friendship  it  has 
offered  the  other.  Americans  take  pride  in  the  Open  Door  policy,  the  missionaries,  and 
Franklin  Roosevelt's  sentiments  for  China,  while  Chinese  take  pride  in  the  ties  that  Li 
Hongchang,  Sun  Yatsen  and  Chiang  K'ai-shek  sought  to  cultivate  with  the  United  States. 
But  such  diplomatic  historians  as  Michael  Hunt.  Warren  Cohen,  and  Marilyn  Young  have 
stressed  that  this  has  long  been  a  troubled  relationship. 
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Why  have  Sino- American  relations  been  at  the  cross-roads  so  often  in  this  century, 
not  just  since  1969  but  in  1900,  1912,  1927,  1931-37,  1945-9,  the  mid-1950s  and  the 
early  1960s.'  What  have  been  the  perennial  misestimates  and  analytical  failures  on  both 
sides?  And  what  does  a  historical  and  strategic  perspective  tell  us  about  the  current 
impasse  and  the  nature  of  the  long  term  challenge  China  poses  to  the  United  States? 

Both  the  government  of  the  United  States  and  the  private  sector  have  repeatedly 
misestimated  the  Chinese  condition.  And  when  the  misestimates  occur,  the  American 
tendency  has  been  to  blame  the  Chinese  for  our  misunderstandings.  Herein  is  one  source 
of  the  love-hate  relationship  between  the  United  States  and  China.  The  United  States  pins 
excessive  hopes  on  China,  and  when  its  expectations  are  not  met,  it  chastises  the  Chinese 
for  our  analytical  failures. 

The  United  States  -  as  other  Western  powers  -  repeatedly  has  overestimated  the 
size  of  the  China  market.  American  businessmen  have  continually  been  lured  to  China  in 
pursuit  of  large  profits,  only  to  learn  about  the  difficulties  of  doing  business  in  that 
complex  country.  The  Amencan  government  and  even  more  the  private  sector  also  have 
overestimated  the  readiness  of  the  Chinese  people  to  embrace  American  values  --  to 
become  Christian  at  the  mm  of  the  century,  for  Chinese  intellectuals  to  embrace  American 
pragmatism  and  liberalism  in  the  1920s  to  the  1940s,  or  for  the  next  generation  to  adopt 
democratic  values  in  the  1980s  and  early  1990s.  Americans  have  repeatedly  concluded 
that  the  current  elder  generation  of  leaders  represents  the  last  stand  of  Chinese 
conservatism  --  Zeng  Guofan,  the  Empress  Dowager,  the  warlords,  Chiang  Kai-shek,  Mao 
Zedong,  and  Deng  Xiaoping  -  -and  pinned  hopes  on  the  reform-oriented  next  generation. 
But  repeatedly  that  next  generation,  once  in  power,  has  proven  more  conservative  than  it 
seemed  in  its  youth  and  middle  age. 

This  is  related  to  another  repeated  failure  of  understanding.  Americans,  especially 
those  in  government,  have  continually  underestimated  the  strength  of  Chinese  nationalism. 
They  have  not  comprehended  the  determination  of  China's  leaders  to  attain  the  unity  of 
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their  counoy.  They  have  been  surprised  by  their  resistance  to  foreign  domination.  They 
have  not  anticipated  their  willingness  to  use  military  force. 

Perhaps  at  the  root  of  Amencan  analytical  problems  is  the  belief  that  the  United 
States  IS  more  central  to  Chinese  aspu-anons  and  needs  than  is  really  the  case.  Americans 
frequently  have  concluded  that  the  United  States  is  China's  preferred  partner  in  world 
affairs  and  that  its  leaders  attach  high  priority  to  their  American  ties.  But  then  they 
discover,  to  their  chagrin,  that  they  are  peripheral  to  their  needs.  And  frustrated 
Amencans  then  tum  upon  the  culture-centric  Chinese  and  their  Middle  Kingdom 
syndrome,  when  Americans  all  know  the  United  States  is  the  real  center  of  the  earth! 

I  do  not  wish  to  imply  that  all  American  assessments  are  faulty.  A  great  deal  about 
China  is  well  understood,  and  the  quality  of  American  scholarly  understanding  has 
improved  greatly  in  recent  years.  Nor  are  Americans  the  only  partner  whose  analyses  have 
been  inaccurate.  The  Chinese  side  has  also  repeatedly  overestimated  its  importance  and 
centrality  in  American  eyes.  The  various  Chinese  governments  since  the  1920s  have 
harbored  an  exaggerated  sense  of  theu-  ability  to  influence  American  policy.  And  Chinese 
officials  have  tended  to  approach  Amencans  with  their  own  sense  of  cultural  arrogance. 

I  do  not  wish  to  imply  that  insufficient  mutual  understanding  is  the  main  source  of 
Sino-American  difficulties.  Even  if  munjal  understanding  were  perfect,  the  reladonship 
would  sail  be  troubled  due  to  different  interests  and  values.  Sentiment  must  not  cloud  the 
deep,  underlying  differences  between  the  Chinese  and  American  condition.  First,  China  is 
an  old  civilization  with  a  young  political  system;  the  United  Slates  is  a  young  civilization 
with  an  old  political  system.  Second,  China  in  its  recent  past  was  a  victim  of  foreign 
aggression  and  invasion;  many  of  its  people  were  subjected  to  foreign  domination.  And  it 
experienced  civil  war  and  political  chaos  during  much  of  its  recent  past  None  of  these 
traumas  has  engulfed  the  United  States  in  this  century.  Third,  China  is  a  rising  power 
while  the  United  States  is  the  leader  of  the  established  powers.  Founh,  China  has  four 
times  the  popui.ition  of  the  United  States,  but  it  has  less  than  60  percent  of  America's 
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tillable  land.  Its  leaders  confront  vastly  different  imperatives  as  they  design  their 
development  strategy.  And  finally,  American  and  Chinese  intellectual  traditions  offer 
different  views  about  the  purpose  of  government 

Let  me  elaborate  on  each  of  these  differences.  The  antiquity  of  Chinese 
civilization,  and  the  sense  of  continuity  that  comes  with  it  are  as  much  a  burden  as  they  arc 
a  blessing.  They  produce  in  many  Chinese  a  resilience,  an  imperviousness  to  pressures  for 
change,  a  patience  and  a  stubbornness  that  stand  in  sharp  contrast  to  an  impatient  young 
civilization  that  is  relatively  encumbered  by  traditions  and  relishes  innovation.  Until 
recendy,  at  least,  Chinese  society  had  learned  to  live  within  its  space,  while  American 
society  has  yet  to  adjust  to  its  ecological  setting.  One  can  make  too  much  of  the 
differences  between  old  and  new  civilizations;  their  longevity  is  not  as  significant  as  their 
substance,  values,  and  material  attainment 

But  the  mamrity  of  political  systems  is  significant  The  Chinese  political  system  is 
fony-five  years  old,  and  it  has  experienced  only  one  succession.  The  relations  among  the 
constituent  elements  of  the  Chinese  state  --  the  military,  the  civilian  bureaucracies  at  the 
center,  the  provincial  units,  the  political  parties,  the  parliaments  --  remain  ill-defined. 
Decades  and  generations  are  required  to  settle  these  fundamental  constitutional  issues. 
Think  for  a  moment  about  the  protracted  process  of  institutional  development  the  United 
States  has  experienced.  Twelve  years  passed  between  the  1776  Declaration  of 
Independence  and  the  1788  election  of  George  Washington's  first  administration  under  the 
new  constitution.  The  Supreme  Court  asserted  its  right  of  judicial  review  in  Marbury  vs. 
Madison  in  1803.  Not  until  1865  and  the  defeat  of  the  Confederacy  was  it  finally  settled 
that  the  Union-  the  federal  government  --  preceded  and  was  superior  to  the  states. 
Women  did  not  acquire  the  vote  until  1920.  And  the  nation's  full  contunitmcnt  to 
protecting  the  civil  rights  of  Americans  of  all  races  and  ethnic  backgrounds  was  only  made 
in  1964.  American  history  teaches  that  the  development  of  a  legal  system,  a  free  press,  a 
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fair  and  competitive  electoral  system,  a  police  system  disciplined  by  law,  and  an 
independent  judiciary  is  a  tonuous  and  protracted  process. 

In  a  rapidly  changing  world,  where  time  moves  faster  than  in  the  past,  one  can 
legitimately  expect  the  process  of  institution  building  to  occur  much  more  swiftly  than  in 
the  past.  But  nonetheless,  it  is  fau"  to  ask:  What  is  the  appropriate  yardstick  by  which  to 
measure  the  accomplishments  of  governments  in  developing  countries?  And  must 
Americans  remain  mindful  of  the  length  of  their  political  journey  when  they  choose  to 
judge  others  by  their  standards? 

The  second  difference  between  China  and  the  United  States  involves  the  recent 
past.  Not  since  the  American  Civil  War  have  the  American  people  suffered  the  ravages  of 
internal  war.  Not  since  1812  has  the  national  capital  been  occupied  by  foreign  forces. 
China's  modem  history  contrasts  sharply.  From  the  Opium  War  of  1839-1842  to  the 
present,  only  once  has  that  nation  experienced  a  sixteen  year  period  without  foreign 
invasion,  civil  war,  or  widespread  chaos.  Those  sixteen  years  are  from  1978  to  1994.  Let 
us  briefly  remember  that  Chinese  past:  the  massive  Taiping  rebellion  that  swept  south 
China  in  the  1850s  and  1860s;  the  second  Anglo-Chinese  War  of  the  1860s;  the  Nian 
rebellion  in  nonh  China;  the  Sino-French  war  of  the  1880s;  the  Sino-Japanese  war  of 
1894-5,  the  overthrow  of  the  Qing  dynasty  in  1911-2;  the  chaotic  warlord  era  (1912-27); 
the  Japanese  invasion  of  Manchuria  (1931);  the  brutal  Sino-Japanese  war  of  1937-45;  the 
Nadonalist-communist  civil  war  (1946-49);  the  Korean  War  (1950-53);  the  Great  Leap 
Forward  and  its  tragic  consequence  (1957-61);  and  the  Cultural  Revolution  and  its 
aftermath  (1966-76).  The  past  sixteen  vears  have  been  China's  most  sustained  period  of 
peace  and  sutbilitv  in  150  years.  And  during  those  150  years  foreign  forces  occupied 
Beijing  on  three  occasions. 

With  this  recent  past,  China's  leaders  understandably  attach  priority  to  the 
maintenance  of  stability.  Their  greatest  fear  -  as  for  many  in  the  populace  —  is  a  retiim  to 
chaos.  The  greatest  resolve  is  to  resist  foreign  domination.  In  this  context,  the  pride  of 
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Deng  Xiaoping  and  his  associates  in  tiieir  accomplishments  is  understandable.  They  are 
reluctant  to  risk  disorder  through  rapid  liberalization  and  swift  changes  in  the  political 
system. 

Not  only  does  their  modern  history  leave  many  Chinese  with  a  fear  of  chaos,  but 
their  expenence  with  foreign  domination  has  left  a  complex  set  of  attitudes  toward  the 
outside  world.  Not  all  these  attitudes  are  negative,  and  within  a  diverse  population,  many 
Chinese  are  sophisticated  cosmopolitans  who  appreciate  the  finer  qualities  of  Western 
civilization.  But  the  humiliation  of  China  in  its  era  of  weakness  is  still  felL  Those  who 
experienced  subjugation  remain  sensitive  and  are  quick  to  take  insult  Domineering 
behavior  by  foreigners  evokes  bitter  memories  of  a  bygone  era,  and  many  Chinese  will 
inflict  considerable  damage  to  themselves  in  order  to  avenge  the  perceived  slight  Thus, 
when  Chinese  perceive  American  policy  as  high  handed,  disrespectful  of  Chinese 
accomplishment,  and  demeaning  of  Chinese  dignity,  that  policy  will  not  elicit  Chinese 
cooperation  --  even  if  compliance  is  in  the  Chinese  interest 

The  third  major  difference  between  the  two  countries  is  their  position  in  world 
affairs.  The  United  States  is  the  leader  of  the  established  powers.  It  offers  the  world's 
largest  market  and  possesses  the  only  military  with  capacity  to  project  power  globally. 
China  is  a  rapidly  rising  power.  Its  leaders  aspire  to  global  political  and  economic 
influence.  History  teaches  that  conflicts  of  interest  between  the  leading  established  power 
and  a  new  and  rising  power  are  inevitable.  One  thinks  of  relations  between  Germany  and 
Britain  early  in  this  century,  Japan  and  the  United  States  in  the  1920s  and  1930s,  or  the 
Soviet  Union  and  the  United  States  in  the  post  World  War  II  era.  The  issues  at  stake  in 
these  cases  involved  spheres  of  influence. 

To  some  extent  the  United  States  and  China  have  found  themselves  in  contention 
over  the  influence  each  seeks  to  exen  in  Korea,  Taiwan;  Tibet  and  the  Indochina 
Peninsula.  The  United  States  also  considers  itself  one  of  the  major  guardians  of  existing 
international  arrangements.  It  seeks  an  orderly  Chinese  entry  into  the  world  community, 
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with  the  necessary  adjustments  to  the  international  system  being  made  in  a  non-disrupdve 
fashion.  As  a  rising  power,  China  seeics  a  swift  and  easy  entry  into  the  intemalional 
system.  So  there  has  been  a  natural,  on-going  series  of  sicirmishes  between  China  and  the 
United  States  on  the  pace  and  terms  of  entry  into,  for  example,  the  United  Nations,  the 
World  Bani<.  the  GATT.  the  Missile  Technology  Central  Regime,  and  so  on.  The  United 
States  has  tended  to  seek  conditions  for  Chinese  entry  into  intemalional  organizations  that 
the  Chinese  government  considers  onerous.  China's  leaders,  as  representatives  of  a  great 
power,  believe  they  should  have  a  role  in  setting  the  terms  for  their  involvement  in  world 
affairs.  They  want  an  equal  voice  at  the  table.  Even  the  human  rights  issue  can  be  placed 
In  this  context.  The  United  States  sees  itself  as  the  defender  of  intemationally  accepted 
standards  of  basic  human  rights  and  of  the  Universal  Declaration  of  Human  Rights 
adopted  by  the  United  Nations,  while  China's  leaders  resist  efforts  by  Western  civilizations 
to  prescribe  for  them  how  to  interpret  the  Declaration  and  establish  priorities  among  the 
various  civil,  social,  and  economic  rights  the  document  seeks  to  advance. 

Indeed,  this  fundamental  difference  between  the  United  States  and  China  is  often 
cited  as  a  major  reason  that  the  United  States  should  seek  to  incorporate  China  into  the 
world  community  now,  in  the  early  stages  of  its  rise.  It  is  better  to  involve  China  now, 
enabling  it  to  acquire  a  stake  in  regional  and  global  stability,  rather  than  leaving  the  task  to 
future  generations,  when  China's  economic  and  military  might  may  tempt  its  future  leaders 
to  demand  even  greater  adjustments  to  the  international  system.  Neither  the  United  States 
alone  nor  the  industnal  democracies  in  concen  can  halt  China's  rise.  Their  effort  to  do  so 
in  the  1950s  and  1960s  was  a  failed  policy.  It  is  better,  therefore,  to  assist  its  development 
within  the  existing  international  framework  rather  than  to  have  it  develop  outside  existing 
structures. 

The  fourth  major  difference  involves  the  population  densities,  levels  of 
development,  and  the  ecologies  of  the  two  countries.  China's  economic  development 
inevitably  means  that  its  overwhelmingly  rural  populace  must  seek  non-farm  employment 
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This  is  the  only  way  the  income  of  the  farmers  can  be  raised:  increasing  per  capita 
productivity  means  fewer  numbers  of  fanners  must  produce  at  least  the  same  amount  on 
the  same,  or  less  amount  of  land.  In  addition,  China  must  become  a  net  importer  of 
petroleum,  steel,  and  iron  ore  or  cooking  coal.  And  it  must  import  technology  and 
equipment  in  such  areas  as  transportation,  energy  production,  and  telecommunications. 

To  pay  for  imports  and  to  provide  jobs  for  the  new  entrants  into  the  urban  labor 
market  require  exports  and  foreign  capital.  While  China  offers  an  attractive  market  for 
American  goods  and  creates  jobs,  its  exports  compete  with  some  domestic  industries. 
Trade  frictions  are  the  natural  result.  They  will  be  an  inescapable  part  of  Sino-American 
relations  for  years  to  come. 

Funher,  China's  rapid  growth  generates  environmental  problems  of  global 
consequence.  For  example,  dependent  upon  coal  as  its  major  domestic  energy  source, 
China  will  be  the  largest  new  contributor  of  greenhouse  gases  in  the  coming  decade.  The 
pressure  on  its  environment  and  the  consumer  preferences  of  its  increasingly  prosperous 
people  threaten  bio-diversity  both  within  China  and  abroad.  And  the  loosened  controls  on 
population  migration  are  prompting  flows  of  Han  Chinese  both  internally,  into  minority 
areas,  such  as  Tibet,  and  abroad.  In  an  increasingly  interdependent  world  wc  can  expect 
people  whose  lives  and  values  are  challenged  by  China's  altered  use  of  its  space  to  react  to 
the  development 

Finally,  American  and  Chinese  intellectual  traditions  differ.  This  is  an  enormously 
complicated  subject,  easily  susceptible  to  oversimplification  and  stereotyping.  Within  both 
countries,  a  wide  spectrum  of  traditions  exist  to  support  a  range  of  political  systems. 

Certainly  core  to  the  American  ideas  of  governance,  however,  are  notions  about 
the  value  of  open  political  contention  and  debate,  the  acceptance  of  the  clash  of  interests 
as  nararal.  the  benefit  society  derives  from  the  mediated  clash  of  individual  interests,  and 
the  importance  of  constraining  and  checking  the  exercise  of  political  power.  All  these 
notions  suppon  a  pluralist  political  system,  the  rule  of  law,  the  protection  of  citizens  from 
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unwarranted  intrusion  by  the  state,  the  role  of  government  as  an  arbiter  of  conflicting 
private  interests,  and  the  imponance  of  religion  as  the  purveyor  of  moral  values.  These 
ideas  are  not  well  developed  in  Chinese  intellectual  traditions. 

I  do  not  wish  to  be  drawn  into  the  debate  of  whether  democracy  and  human  rights 
are  alien  concepts  in  China.  I  personally  am  persuaded  by  such  students  of  Chinese 
thought  as  W.  Theodore  de  Bary  and  Benjamin  Schwartz  that  within  the  diversity  of 
Confucianism,  strands  of  thought  exist  that  suppon  liberal,  humane,  and  benevolent  rule. 
And  I  accept  the  idea  --  indeed  embrace  the  idea--that  most  human  beings  are  repelled  by 
tonure  and  terror  as  a  means  of  rule. 

Rather,  1  point  to  differences  between  Chinese  and  American  traditions  for  another 
reason.  The  inhabitants  of  these  two  great  countries  are  inheritors  of  different  cultural 
legacies.  And  Amencans  must  therefore  understand  that  even  if  China  were  to  develop 
democracy,  it  will  differ  from  ours  --  and  in  some  respects,  differ  quite  substantially. 

With  this  extensive  digression,  1  now  return  to  the  topic  I  originally  set  out  to 
address:  Is  China's  rise  a  threat  or  an  opportunity  for  the  United  States  and  the  world 
more  generally?  My  simple  answer  is  both,  though  the  opportunities  arc  greater  than  the 
immediate  threats.  My  more  complicated  answer  is  that  China's  rise  is  neither  inevitably  a 
threat  nor  an  opportunity.  Rather  it  is  a  challenge  of  enormous  proportions.  Indeed,  I 
know  of  no  greater  long  term  challenge  confronting  American  foreign  policy  today.    It  is 
not  a  challenge  we  can  escape.  We  only  can  respond  to  it  with  intelligence  and  foresight  - 
-  or  with  ignorance. 

Richard  Nixon,  Jimmy  Carter.  George  Bush,  Mao  Zedong,  Zhou  Enlai,  and  Deng 
Xiaoping  understood  the  task.  That  is  why  they  chose  to  engage  China  in  world  affairs, 
expand  commerce  and  contact,  and  sustain  dialogue.  The  challenge  before  not  only  the 
United  States  but  all  countries  in  our  increasingly  interdependent  world  is  to  join  hands 
with  the  government  of  China  to  forge  effective  regional  and  global  structiues  that 
promote  stability,  development,  and  human  dignity. 
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